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Basic Investments 

The fact is plain: Many an American 
citizen is buying securities in today’s 
large markets for the first time. As new 
investors it is of primary importance 
for them to realize that successful in- 
vestment practice calls first for a care- 
ful analysis of facts. To this end, the 
nationwide investment firm of Merrill 
Lynch, Pierce, Fenner & Beane con- 
stantly urges investors to “Investigate 
then Invest.” For example, fully aware 
of the large number of new investors, it 
has prepared a handbook for their use 
entitled ““A Primer For Investors.” 


**A Primer For Investors’’: 
The information is basic 


Designed to place in the hands of the 
new investor a concise explanation of 
the nature of securities and the mechan- 
ics of the financial business, ‘““A Primer 
For Investors” discusses in an easy-to- 
read and informal manner such subjects 
as the various kinds of stocks and 
bonds, how to calculate yields, the 
significance of price-earnings ratios, etc. 
Here, too, will be found a discussion of 
the advisability of diversification of 
portfolios; also a typical example of 
daily quotations on the New York Stock 
Exchange with a brief explanation of 
symbols and prices. In addition, it con- 
tains a study of estates and trusts, in- 
cluding vital information on the mak- 
ing of a will, choosing a beneficiary and 
the naming of an executor. 

Readers who are investing for the 
first time, as well as those who already 
own securities, will find “A Primer For 
Investors’’* of not only current interest 
but also a source book filled with in- 
formation of lasting value. 

*Just address your request for ““‘A Primer For 

Investors” to Department “MW,” Merrill Lynch, 


Pierce, Fenner & Beane, 70 Pine Street, New 
Yerk 5, N. Y. 
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IN INDUSTRY, SCIENCE, RESEARCH 


TEEPED in the tradition of 

man’s agricultural strides—malt 
has long served as handmaiden to 
the diet of nations. 


Nature produced barley and bar- 
ley, in turn, gave us malt—miracle 
product — whose magic has trans- 
formed man’s flight through space, 
increased his span of life, won his 
wars and filled his peace with health, 
comfort and pleasure. In foods, 


beer and other nutritive beverages 
e 


Progress Reports 
upon Request 


...or from smokeless powder to 
baby foods—MALT Is BASIC. It spans 
the entire range of man’s life, prog- 
ress, Civilization. During nearly 80 
years the Froedtert Grain & Malting 
Company has grown to top posi- 
tion in the production of malt be- 
cause of its loyalty to perfection 
and its leadership in research. 


Our reward has been the patron- 
age, respect and endorsement of 
American industry. WATCH US GROW. 






FROEDTERT GRAIN & MALTING CO., wc 


MILWAUKEE, WISCONSIN 
Plants: Milwaukee, Wisc. (Two) Winona and Minneapolis, Minn. _ Detroit, Mich. 





(A third malting plant of major proportion now under construction at Milwaukee) 
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WITH THE EDITORS 








Technological Dependence 


HERE is a familiar expression, “You never miss 

the sunshine until it rains.” The analogous truth 
of this saying was rather forcibly impressed upon 
us just as this issue was about to go to press. 

An important editorial matter arose (they always 
do in the last minute) which made it imperative that 
we get in immediate touch with our Washington cor- 
respondent. But no—our telephone operator reported 
that no long distance calls could be made because 
there was a strike. Our next thought was to send a 
telegram, but almost immediately we remembered 
that that too was impossible because of a strike. 
The mail was still going through but that would 
take too long. 

Our first reaction was a feeling of frustration and 
isolation. The best thing we could think of was to 
accept the dilemma philosophically, marvelling the 
while upon the extent to which all of us are de- 
pendent upon inventions and facilities, which fifty 
years ago were little more than novelties. Today 
they are taken pretty much for granted and it is 
not until something happens to deprive us of their 
that we realize their importance in our everyday 
life. 

Government, business and social intercourse relies 
so heavily upon swift and accurate communication, 
that without the facilities of the telephone, tele- 
graph and radio, these vital activities would be hope- 
lessly stalled. 

Some five million long distance telephone calls 
are made every day. It is possible for a businessman 


in San Francisco or London, England, to negotiate 
and close a transaction with New York as simply 
as he could if the other party were seated at his 
desk. Without the telephone, the tempo of all com- 
merce would be greatly retarded. 

Pursuing this line of thought further, we derived 
some comfort from the fact that the human element 
is still not dispensable. Without skilled operators and 
technicians, our best and most essential inventions 
become little more than a useless jumble of instru- 
ments, gears and wires. We like to think that as 
human beings we still have at least some control 
over our technological destiny—not vice versa. It 
gives us a sort of feeling of superiority. 

In this issue are two timely discussions bearing 
on the business and industrial outlook for 1946. 
“Preview of 1946 Trends in the Making” by E. A. 
Krauss sums up the basic forces which this year are 
likely to affect our economy, and “Which Industries 
Offer Best Prospects for 1946”, by George W. 
Mathis, summarizes the background and prospects 
as they now shape up for the nation’s leading in- 
dustries. 

Also in this issue will be found “Ten Potential 
Market Leaders for 1946’, an analysis of ten com- 
mon stocks selected by our staff as offering well 
defined possibilities for price appreciation this year. 

There is a comprehensive review and forecast of 
the railroads by Roger Carleson, and a compara- 
tive audit of American Locomotive and Baldwin 
Locomotive, by H. S. Coffin. 





IN THE NEXT 


ISSUE 


PART | 


1946 Re-Appraisals of Values, Earnings and 
Dividend Forecasts 


AA 


Postwar Prospects for Utilities 
By Epwin A. BARNES 


1946 Outlook for Food Companies 


By Frank R. WALTERS 


Realistic Appraisal of Machinery Stocks 
By H. S. Corrin 


What of the Liquors Now? 


By STANLEY DEVLIN 
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One day, some months ago, an executive of a factory 
employing several thousand people called in the rep- 
resentative of The National Cash Register Company. 
It was not their first meeting, they had been working 
together for some time on recommendations for han- 
dling the factory’s payroll and labor distribution 
records. 

“We have decided to follow your recommendations 
for our new industrial accounting system,” the execu- 
tive said. Then he shook hands with the National 
representative. 

Today, figures show that the decision sealed by that 
handshake saved the executive’s company over $35,000 
in one year. That was far more than the complete cost 
of the equipment. In most any manufacturing plant it 
would also represent the equivalent of the profit on at 


Making business easier for the American Businessman... /| 


The handshake that saved over $35,000 a year 





least several hundred thousand dollars of sales. 

Evidence of how well National products have helped 
to reduce costs and increase profits can be seen 
wherever money is handled or records kept. For man- 
ufacturers, banks, hotels, retailers and many others, 
National Accounting Machines have opened the way 
not only to important savings but to greatly improved 
results in general. And in the field of retailing, from 
the largest store to the smallest, National Cash Regis- 
ters provide the accepted method of recording trans- 
actions and controlling store operation. 

The size or nature of your business does not matter. 
Your National representative will be glad to help 
you with any problem you may have. The National 
Cash Register Co., Dayton 9, Ohio. Offices in prin- 
cipal cities. 
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THE LABOR CRISIS .. . Things have been moving 
ahead on the price-wage front and as this is written, 
it appears that both sides—management and labor— 
are much closer than published statements would 
indicate. Some recent developments are highly sig- 
nificant. One is the Government attitude in the 
steel industry dispute, its inclination to “stretch” 
the price line. There is widespread belief that this 
may set a precedent, to be followed eventually in 
other disputes. True, steel negotiations for the 
moment have run into a snag, despite the offered 
price increase. And on the automotive front, General 
Motors has declined to consider itself bound by the 
recommendation of the fact-finding board for a 
wage increase of 1914 cents an hour. But all these 
moves and countermoves are only part of the whole 
picture. 

Standing out above all is the fact that we seem 
well on our way of buying off strikes by granting 
wage increases. Tactical maneuvers are obscuring 
much of what’s really going on but out of the maze 
of actions and counter-actions is emerging a new 
policy indicating that wage increases can now be 
expected virtually clear across industry regardless 
of “ability to pay.” If such ability is lacking, prices 
will be raised; in other words if industry cannot 
pay, the consumer will. 

In the case of General Motors, the ability to pay 
argument was stressed because General Motors is a 
good earner and probably can pay a good deal. In 
the case of the steel and electrical industries, and 
the meat packers, no question of ability to pay was 
raised. Instead, there has been an offer of higher 
steel prices to meet wage demands of steel workers, 
and talk of raising meat prices to meet higher wages 
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The Trend of Events 


in the packing industry. This may not be new 
practice but it is new policy. The previous formula 
that wage increases were to be encouraged and 
granted only when they did not lead to higher prices 
obviously is on the way out. 

This is all right with industry and a quick settle- 
ment of existing wage disputes would probably be 
feasible were it not for other considerations. Indus- 
try realizes full well that there is nothing to prevent 
the unions from coming back six months hence for 
another increase, justified perhaps by higher living 
costs resulting from current wage boosts or by the 
thought that ability to pay has risen because of 
high volume production. In other words, before set- 
tling present disputes, industry wants to be certain 
that it won’t face another squeeze at some later 
date. If such a guarantee can be had, it is a fairly 
safe guess that industrial peace is not far off. Mean- 
while industry can be expected to continue its fight 
against tieing wages to profits, for the very reason 
just outlined. Factors other than current money 
demands are uppermost in determining present ac- 
tions and decisions. 


A BALANCED BUDGET? ... There is talk of a 
balanced budget in 1947. The hope for it is primarily 
based on the expectation that revenues will be higher 
than actual expenditures, due to well-maintained 
national income. It would be a fine and encouraging 
thing if it can be done; we haven’t had a balanced 
budget in sixteen years. 

According to Washington information, the Presi- 
dent is unlikely to forecast this hoped-for budget 
balance in his budget estimates to Congress. Reve- 
nues will be estimated conservatively, based on a 
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lower level of national income and of business ac- 
tivity than now seems probable for the twelve-month 
period between July 1, 1946 and July 1, 1947. 
Actually, however, revenue is very likely to exceed 
the President’s estimate, provided Congress makes 
little or no further reduction in taxes. Should it in- 
sist on important cuts in tax rates, the hope of 
balancing the budget will naturally go by the board. 
Thus far, Congress is in a conservative mood, in- 
tends to restrict 1946 tax revisions to possible re- 
duction of excise rates only. 

The expectation is that a balanced budget can be 
achieved at a $30 billion level, provided national 
income holds around $140 billion which is a fair 
possibility. Everything however depends on Govern- 
ment expenditures. Biggest outlay reduction must 
come from Army, Navy and the remaining war 
agencies. Presumably, these cuts won’t be itemized 
until Spring, leaving more time for definite decision 
on the size of our peacetime military establishment. 

Normally, elimination within the short span of 
little more than a year of huge Government deficit 
spending (which in the present fiscal year will 
amount to some $30 billion) would have immense 
deflationary effect leading to economic disaster. But 
not so in the present instance since there are many 
factors to offset the expected sharp drop in such 
spending. The most important one is revival and 
substitution of private spending, the outlook for an 
extensive business boom. Under the circumstances, 
the Government’s withdrawal as a big net con- 
tributor to national income, while it will not be 
without effect, will hardly set off big deflationary 
forces. And as a contributor to confidence and fiscal 
stability, the desirability of a balanced budget can 
hardly be overestimated. 


BANK TERM LOANS... According to banking 
opinion, a sharp increase in the volume of bank 
term loans to larger businesses is expected in the 
period ahead, and a recent Department of Commerce 
survey holds that loans with a maturity of five years 
or longer, repayable in instalments, may become 
available to smaller businesses in the future. This 
suggests a major change from past commercial 
banking practice when short term lending was the 
rule. The new trend has been discernible for some 
time; more and more, banks have been extending 
term loans to corporate borrowers covering a period 
of several years and repayable serially. Before the 
Twenties, bank lending consisted mainly of seasonal 

- or shorter term accommodations. The new develop- 
ment confirms and accentuates a trend which started 
some ten years ago. 

While seemingly the majority of bankers favors 
it, there is apparently no unanimity. Term loans 
have been criticized on the grounds that they depart 
from the traditional self-liquidating type of credit 
extension and if generally followed may bring about 
a non-liquid position of banks extending such ac- 
commodations; that moreover, they constitute an 
invasion of the investment banking field. 

The latter no doubt is true. Term loans of late 
have been competing more and more actively with 
the new issue business, and investment bankers are 
not enthused about it. Still, from the borrowers 
standpoint, they have proved an efficient, low cost 








































way of raising capital for such purposes as equip- 
ment purchases and expansion of regular working 
funds, with provision for repayment out of earn- 
ings over a period of several years. 

As to impairment of bank liquidity, such a con- 
tingency could only arise if term loans were ex- 
tended unwisely and in a degree disproportionate to 
existing bank reserves, which is hardly likely. In 
the main, the new type of lending consists primarily 
of medium term loans to corporate borrowers with 
strong financial backgrounds, and with proper 
selection of risk, the final maturity of such serial 
loans may not matter so much under present bank- 
ing conditions. True, excess reserves of banks have 
shrunk considerably, due to the reserve require- 
ments of the Federal Reserve Banks and the vast 
holdings of Government obligations by the banks, 
but it may be pointed out that a goodly portion 
of the latter, consisting of short maturities, may 
properly be regarded as some sort of a secondary 
reserve. With maturities properly “staggered” and 
with sizeable holdings of Treasury bills saleable to 
the Federal Reserve Banks at a fixed price, banks 
would appear to have very ample means—under 
almost every conceivable condition—for quick re- 
plenishment of reserves, if needed. 


KING COTTON .... The proposal that King Cotton 
be tied to price ceilings, at this late date, has been 
met with a rebel yell in the cotton-producing South 
that was clearly to be expected. It is freely predicted 
that raw cotton ceilings will never be imposed. Con- 
sideration of such a proposal will be inextricably 
bound up with the hearings and debate on extension 
of the OPA beyond June 30. The well-organized 
South is ready to delay any action thereon until 
OPA flatly renounces its “heretic” idea. And therein, 
the South has a powerful weapon, for prompt ex- 
tension of OPA in some form is urgently wanted 
by the Administration in order to head off a sellers’ 
strike this spring in anticipation of possible release 
from some or all price controls on July 1. 

OPA’s desire for raw cotton ceilings goes back to 
the sharp rise in price for that commodity since VJ- 
Day, in anticipation of enormous postwar demand 
for cotton manufactures, and this rise has created 
an increasingly difficult problem. Manufacturers of 
cotton textiles whose costs have already risen 
sharply due to wage increases, have found their 
profit. margins dwindling rapidly as raw cotton 
prices advanced. Price relief granted thus far has 
been largely neutralized by higher raw cotton costs. 
Obviously, the OPA now has come around to the 
view that it is inequitable and impracticable to set 
rigid ceiling prices for cotton textiles while raw 
cotton is allowed to rise unhindered because of the 
short supply of desirable qualities. The average 
citizen has already felt this dilemma acutely. Pro- 
duction particularly of lower-priced textile goods has 
suffered greatly as profit margins disappeared. 

It must be recognized, of course, that higher 
wages currently paid in textile mills play a much 
more important role in raising production costs than 
the higher price of raw cotton. If ceiling prices are 
to be placed on the latter commodity, the indignant 
cotton planter may rightfully ask that wage stabili- 
zation should also be made more effective. 
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As. 9 Seo It! 


By ROBERT GUISE 


RUSSIA’S ECONOMIC ALOOFNESS 


id Soviet policies in the world political sphere ap- 
pear often inscrutable, the same can hardly be 
said of Russian world economic policies regardless 
of how much these may run counter to, or impede, 
western ideas, plans and hopes. This is again 
brought out by Russia’s failure to become a charter 
member of Bretton Woods, and to join the prepar- 
atory meeting for an international trade conference. 
This failure need 
cause neither sur- 
prise nor too much 
concern. Realists 
were never under 
the illusion that 
Russia entertained 
any great enthusi- 
asm for the Bretton 
Woods arrange- 
ments. Rather, it 
would have _ been 
something of a sur- 
prise if she had 
joined at this time, 
if she had given up 
her economic isola- 
tion — the natural 
product of the clash 
between Soviet and 
capitalist com- 
mercial principles. 
No doubt an ef- 
fort was made by 
the western powers 
to reconcile these 
differences in the 
hope that this 
would promote 
world unity and 
ultimately perhaps 
permit integration 
of Soviet commerce 
with that of other 
nations. Presumably 
they were ready to 
meet Russian _re- 
quirements at least 
half way in the practical application of the Bretton 
Woods principles; yet they could hardly have been 
too hopeful of success, at least quick success. Per- 
haps Russia will join later, after having received an 
appropriate quid pro quo which essentially may 
mean the large credits she has been seeking. The 
proposed British loan was the price of England’s 
adherence to Bretton Woods. No doubt Russia also 
has a price—perhaps political as well as financial— 
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“SITTING ON THE STEPPES OF RUSSIA” 


but quite obviously she is in no hurry and intends 
to go slow in joining up with world economic plans. 
The reason is simple—she can afford it, while Britain 
could not. 

The basic objects of Bretton Woods are stabiliza- 
tion of currencies and promotion of freer world 
trade. Such goals are at best of minor importance 
to the Soviets whose foreign trade is a relatively 
small factor, used 
mainly to assist in 
carrying out long 
range economic 
plans aimed at in- 
ternal self-suffici- 
ency. The Russian- 
controlled areas, 
and this includes all 
the new Russian 
satellite states, have 
their own closed 
economy, and their 
eurrency problems 
are not directly af- 
fected by currency 
developments in 
other parts of the 
world. Russia there- 
fore can afford a 
policy of economic 
isolation far better 
than any of the 
other nations. 


There is another 
and important 
angle. Adherence to 
3retton Woods im- 
plies giving up a 
certain amount of 
economic sovereign- 
ty, in fact imposes 
something like an 
international finan- 
cial dictatorship to 
which Russia 
vatently is unwill- 

Duffy in The Baltimore Sun ing to submit—cer- 
tainly not without extracting some very special 
terms. Russia, perhaps more than any other country, 
has been opposed te any interference in her domestic 
economic affairs. She has been loath to give the 
world any information about her economy and has 
withheld statistics concerning production in all fields 
including gold production which according to rumor 
is expanding vigorously. Back of this secrecy has 
been not only great dis- (Please turn to page 494) 
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The Realities in Today’s Market 


Long term forces, especially inflation of money supply and the great backlog 

of consumer needs, remain bullish. However, hoped-for profits in a number of in- 

dustries are still some distance in the future at best. Whether recent market 
strength will blossom into sustained new rise is an open question. 


By A. T. 


FTER . approximately four weeks of indecisive 

fluctuation in the broader averages, the market 
last week broke out again on.the upside, with a very 
sharp expansion in trading activity. To the very 
imperfect degree that such a change in action can 
be explained by current news developments, this 
move tied in with the-.report. that the Administra- 
tion would allow a rise of around $4 a ton in the 
price of steel to facilitate settlement of wage de- 
mands and avoid the threatened strike in this key 
industry. 

To put it more generally, the resumption of heavy 
speculative and investment demand reflects an ap- 
parent upsurge in “inflation sentiment”, reduced 
concern over the effects of OPA price control even 
should this agency get an extension of its life with- 
out limitation of present powers, and, therefore, 
greater optimism as regards 1946 corporate earn- 
ings possibilities. About these points, more later. 

Whether the first half of January would have 
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seen new highs in the averages without benefit of 
some “break” in the news is, of course, impossible 
to say. But we would guard against over-emphasiz- 
ing the importance of day-to-day, or week-to-week, 
shifts in the labor picture. The market rose strongly 
through the autumn although it was clear to all— 
especially after the start of the General Motors 
strike—that labor troubles were heading toward 
crisis in a number of industries. Such behavior, when 
the fundamentals are bullish, is quite orthodox. The 
market has never shown undue alarm over bad 
labor news, figuring, of course, that when a strike 
is called the next thing is settlement—generally 
within relatively few weeks at worst, usually with- 
out enough damage to the profits of affected cor- 
porations to be of bearish import. There is a busi- 
ness boom ahead. The unions know it as well as do 
business men. Their present aggressiveness is one 
of the boom manifestations. 

Now consider the other side of it. If strikes are 
not bearish, and if it has been taken for granted 
all along that they would be settled, then the idea 
that settlements are near (which seemed to be the 
consensus last week) should not of itself be a 
major bullish consideration, for an acceptable solu- 
tion is neither more nor less than the market had 
previously been counting on. 

It would probably be nearer the fact to say that 
a more hopeful slant in the labor news simply 
facilitated a reassertion of the same underlying 
factors, and human emotions, that were working in 
behalf of higher stock prices long before strikes and 
threats of strike dominated the newspaper head- 
lines—that have been working, indeed, for several 
years. 

Before dismissing this latest in the long series 
of upside ‘“‘break-outs’, a few other observations 
are in order. First, it was also facilitated by a tech- 
nical springboard provided by several weeks of trad- 
ing-range fluctuation and below-average trading 
volume. Second, it had the benefit of year-end rein- 
vestment demand, such as often has extended the 
post-Christmas rise into a portion of January. Third, 
it coincided with a new all-time high in high-grade 


- bond prices, which means a new all-time low in in- 


come yield therefrom—a development due entirely 
to money-market factors and having nothing to do 
with the labor news. Fourth, since the market rarely 
does what most observers expect, when they expect 
it, an “assist” on this move should be credited to the 
consensus, evident in previous weeks, that the 
market would run into some trouble in January. 
So much for the background and the environment. 
What now? Does the recent upthrust assure that 
the market now has a clear road to sustained ad- 
vance? We doubt it, though the long term forces 
are no less bullish than heretofore. We doubt it 
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for a number of reasons. 

First, just as a period of low-volume, trading- 
range fluctuation tends to improve the technical 
position, a big-volume, straight-line spurt weakens 
it. Second, the intermediate advance since the end 
of the Jap war has been by far the sharpest and 
most concentrated of the entire bull market—spec- 
tacular in percentage movement as compared with 
any equal time period in the past. Since there is an 
unchanged law of action and reaction in the market, 
this great phase of advance must in due time be 
compensated by a set-back or a more extended 
wait-and-look period than we have had. Such periods 
are difficult to time and usually begin when not 
generally expected. 

Third, our composite weekly index has topped its 
early December high by a percentage smaller than 
the comparable gain in the Dow-Jones industrial 
average thus reversing the leadership which has 
been normal during by far the greater part of this 
bull market. Also, our index of 100 high-price stocks 
is thus far showing a tendency to lag behind the 
Dow industrials in relation to the 1937 high. With- 
out over-stressing these divergencies, they suggest 
that the resistance level now at hand might for a 
time prove more formidable than one would gather 
merely from observing what the Dow averages did 
last week. For that matter, the Dow rail average 
“confirmed” the renewed rise by a fractional hair- 
breadth and is again a bit under its December 8 clos- 
ing high as this analysis is written. 

Fourth, as previously said, since strikes do not 
put the market down, then settlement of strikes— 
assuming that is nearby—can not be taken as a well- 
founded reason, by itself, for even transient ad- 
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vance, much less for continuing advance. We say 
“assuming” that labor troubles will soon pass their 
crest because, as we write, it certainly can not be 
said that all the answers are known. It may be dif- 
ferent even a week from now, but at this moment 
the issues are not settled in steel, automobiles, meat 
packing, the telephone situation, the electrical equip- 
ment industry and several others wherein CIO 
unions are on the march. 

Finally, it seems to us premature to dismiss OPA 
completely as a market factor merely because Mr. 
Bowles has been over-ruled on steel prices. Indeed, 
if the reported steel price increase is a representa- 
tive sample of the extent to which the Administra- 
tion will bend the stabilization “line”, it suggests 
only a grudging, piecemeal rear-guard retreat on 
price control. Assuming an increase of $4 a ton and 
a wage rise of a bit over $1.15 an hour, the steel 
industry’s profit outlook for the current year, or 
the remaining period of price control, will not be 
any better than it was before. It might even be 
poorer. 

We believe any general price rise this year is 
likely to be rather moderate, and that in quite a 
few staple lines competitive pricing will almost cer- 
tainly begin to reassert itself before this year is out. 
The inflation of real significance to the stock market 
is the inflation in the supply of investible funds— 
and in the hopes not only of investors but of an in- 
creasing number of uniformed speculators. Many 
stocks look over-priced at present levels, though 
other relatively: attractive issues can still be found. 
We continue to advise retention of reasonable cash 
reserves and. realistic. selectivity. 

' ., —Monday, January 14. 


437 


es ge Ss 


Prosperity and Stability, new task and challenge of the New Year. 


Preview of 1946 Trends 
In The Making — 


By E. A. KRAUSS 


N our last issue, we have outlined broad trends 

and factors operating in our economy as we 
entered the new year. In this article we shall dis- 
cuss others, and their significance to the industrial 
scene. 1945 has witnessed the successful conclusion 
of one great task. 1946 heralds the beginning of 
another, that of placing our economy on a stable 
and prosperous peacetime basis. The latter is hardly 
more vital or less difficult than the former, not- 
withstanding the many helpful elements in the 
outlook that should go far towards facilitating the 
process. 


Much to Be Done Yet 


Our experience during reconversion thus far has 
pointed up the difficulties and uncertainties that 
must still be overcome or clarified. Much remains 
to be done: Demobilization of millions of service 
men and their absorption into an industrial system 
reconverted to peacetime production; further re- 
linquishment of emergency Government powers; 
restoration of balance among values and relation- 
ships disorganized by abnormal conditions and 
requirements — all these undertakings, vital to 
orderly return to a peacetime economy, will require 
time, wisdom and patience. 

Thus the year ahead offers challenge as well as 
opportunity. The greatest peacetime boom in our 
history can get under way in 1946 if all elements 
in our economy work in harmony. If not, the outlook 
is less clearcut. Basically, never before has the out- 
look been so bright, never the needs of industry 
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and the public been so large. Several years’ accumu- 
lation of unfilled needs—from raw materials to 
finished products of every description—fortified by 
large amounts of unspent funds promise not only 
prosperity for years to come but, over the nearer 
term, a flow of demand sufficient to tide us hand- 
somely over a_ reasonable interim period of 
reduced employment and to provide a ready market 
for the products of our reconverting industries. 
Some of these of course face considerable volume 
deflation but its effect earningswise will be offset 
by a number of factors such as lower taxes with 
the result that only relative few will emerge from 
the transitional phase with permanently or 
drastically reduced stature. 

The most menacing possibility at the moment is 
that of partial industrial paralysis due to strikes. 
If that danger can be overcome without lasting 
injury to our economic prospects, 1946 not only 
will be a fairly prosperous year but should be 
marked by substantial progress toward the re- 
building of a strong foundation for our future 
welfare. It is obvious that no real progress toward 
reestablishment of business on a sound basis can 
be made until labor problems are settled. If in 
1946 large groups of workers remain idle and 
plants either are closed or operating at low levels, 
the favorable prospects held forth for the new 
year will fade rapidly. High production at fair 
wages and fair profits is the key to prosperity in 
the year ahead. 


Hope for Industrial Peace 


The consensus of opinion is—perhaps optimisti- 
cally so—that management and labor will settle 
their differences during the forepart of this year. 
However, this doesn’t mean that there will be 
smooth sailing from then on. There still will be 
shortages and bottlenecks to cope with. As it looks 
now, real gains in production may not come before 
the second half of the year. By that time, however, 
business. should be moving ahead at virtually full 
peace-time stride, barring further upsets. And with- 


THE MAGAZINE OF WALL STREET 











SS aS See | 


ho oe eee | 


4 


s 


wy ee 


et eet CO 


Sie 











FAVORABLE FACTORS: 
Huge Supply of Purchasing Power: Both individual and 


corporate liquid assets are at historic peaks. Income pay- 
ments should continue high, totalling some $140 billion in 
1946 against $163 billion in 1945 and $76 billion in 1940. 
1946 disposable income is estimated around $125 billion 
compared with $140 billion in 1945. Farm income should hold 
near $20 billion, double the 1940 figure. 


Clearcut Boom Potentials: Demand for goods at home 
and abroad is large in virtually every field, will exceed avail- 
able supply in many lines all through the year and presents 
dominant factor in business outlook. Exports may exceed $7 
billion annually. 


Gross National Product: In 1946 is thus estimated as 
high as $170 billion, compared with $196 billion last year 
and $97 billion in 1940, pointing to high-level business 
activity. 


Easy Money Situation: Should encourage business invest- 
ment, facilitate industrial expansion and employment. 


Lower Corporate Taxes: Repeal of EPT should stimulate 
enterprise and together with existing tax cushions tend to 
maintain or boost corporate earnings. 


Absence of Large Private Debt: Debts of both individuals 
and corporations have been materially reduced during war 
years, adding to postwar spending and investment potentials. 


Profit Outlook: Points to higher corporate earnings and 
dividends, enhanced by excellent business prospects and 
lower taxes. 


No Excessive Inventory Accumulations: Depleted by 
war, required net increase in working inventories is estimated 


around $4 billion. 


General Financial Soundness: Finances of American busi- 
ness have been greatly strengthened during war years, form- 
ing a healthy base for postwar operations and expansion. 


Enormous Productive Capacity: Industrial capacity has 
been vastly expanded during the war, affording the means 
for maximum production at low cost once output swings into 
high gear. Our capacity to produce is our best weapon 
against inflation. Once supply is in balance with demand, the 
inflationary threat will be largely overcome. This highlights 
the need for action conducive to quick stepping-up of output. 


Expansion Needs: In some fields, capacity to produce is by 
no means sufficient to supply pn: ee wants. Expansion 
requirements will further bolster existing potentials for business 
activity. 


Federal Spending: Will continue high for at least another 
year, injecting billions into the nation’s income stream. 


Employment: After a further, temporary drop, may reach 56 
million persons, approximating maximum employment once 
production is in high gear. This goal, however, may not be 
reached until the latter part of 1946. 


ECONOMIC FACTORS AT WORK AS 1946 UNFOLDS 





UNFAVORABLE FACTORS: 


Deflationary Effects of War Cancellations: These will be 
felt for some time to come yet. While in the aggregate, con 
tract cancellations cannot be wholly offset by peacetime pro 
duction, the latter ultimately should permit high-level activity 
with said deflationary effects thus temporary in their more 
extreme manifestations. 


Labor Strife: Key uncertainty in today’s outlook. If pro | 
longed, may severely curtail immediate production, impai | 


workers’ spending power, slow down entire economic process 


While major strikes may find settlement in early 1946, nev | 


ones centering on secondary industries may flare up through 


out the year as production gets rolling. A potential source o | 
intermittent unsettlement of unpredictable scope and im | 


plications. 


Supply Difficulties: These will continue for some time, creat | 
ing shortages and industrial bottlenecks and impeding output :| 


Strikes will aggravate the situation. 


Manpower: Manpower problems may not be solved quickly ‘| 
Some industries face a considerable retraining problem. Gen -| 





erally there is difficulty in getting war workers to accept lower : 


paid jobs. This may act as a drag on production at least dur 


ing the first half of 1946. Thereafter, the situation should be’ 


easier. 


Cost-Price Uncertainties: May continue to slow up pro 
duction progress until price policies are clarified and formu 


lated in constructive manner. See detailed comment in las | 


issue. By midyear, both wage and materials costs should be 
in sounder relationship, permitting improved control of over 
all costs and real production gains. But much depends or 
Government policies and labor's attitude, key factors in the 


cost-price outlook. Should final decisions really threaten cor. , 
porate profits, the production outlook may be adversely , 


affected. 


Conflicting Government Policies: May inject further un. ' 
certainties, thus hinder smooth transition. The problems sur. . 


rounding wages, prices and continuation of selected price con: 


trols are well known, requiring no further elaboration. Only 
effective solution is real teamwork between Government | 


management: and labor. 


Inflationary Price Trend: Higher prices are almost inevit- 
able, in many fields, in the wake of. higher wages, stressing 
the inflationary spiral currently at work. To check it requires 
forceful and effective policies, still to be worked out. Uptrend 
of prices raises the question of what its effect on consumer 
spending, on general economic stability. Best antidote is pro- 
duction. 


Fiscal Policy: Uncertainty as to future cost of Government, 
Postwar budgets will run high and for 1946 at least, there is 
little prospect of further tax rate reductions. 


Uncontrolled Speculation: |s well under way, especially in 
stocks and real estate; may in time inject unsound element in 
economic outlook generally. Black market activity also con- 
tinues unabated; may at times intensify supply difficulties. | 





out question, there are numerous cross currents 
that could provide such upsets. Nevertheless, funda- 
mentals on balance favor the constructive side, set- 
ting the stage for a good business year. 

In evaluating the outlook, it is important to point 
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out that for the first time since our entry into the 
war, the outlook once more will be determined large- 
ly by economics rather than by decisions based on 
military considerations. That means that relation- 
ships between costs, prices, (Please turn to page 477) 
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WHICH INDUSTRIES . 


... offer BEST PROSPECTS for 1946 


By GEORGE W. MATHIS 


ESPITE the trials of reconversion, materials 

bottlenecks and manpower shortages, the pres- 
ent tangle of strikes and prospective tie-ups, busi- 
ness and industry look forward to a record peace- 
time year in 1946. Considerable optimism prevails 
that many of the troubles currently disturbing our 
economy will be overcome early this yéar; and when 
they are solved, business and industry are all set 
to move ahead. 

Industry, above all, stands at the threshold of 
what promises to become the greatest peacetime 
production year on record, to be followed by even 
greater activity in 1947. True, it’s been getting off 
to a poor start, mainly because of deep-seated labor 
difficulties and the closely related, and as yet un- 
resolved, wage-price dilemma which resulted in in- 
ability to produce anywhere near the hoped-for 
rate in the closing months of 1945. 

Still it would be erroneous to assume that no 
progress has been made. Quite the contrary is true. 
teconversion in most lines is virtually completed 
and current production, except in strike-bound or 
strike-affected plants, is quite heavy. This is clearly 
reflected by relatively light unemployment and 
heavy demand for raw materials of every descrip- 
tion. Civilian pipelines are being filled, and that in 
itself takes a good deal of time. Once the supplies 
begin to pour out into consumer. markets, they may 
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quickly become a flood. But first, a good many un- 
certainties remain to be clarified. These were dis- 
cussed in preceding articles. Against this back- 
drop, we are now surveying the outlook of individual 
drop, we now survey individual industries. 

AIRCRAFT: Though the industry has successfully 
withstood the initial shocks of the war’s end, it 
faces numerous problems that pose difficult tasks in 
its attempt to maintain itself on a stable peace- 
time basis. It has to cope with a vast deflation of 
volume, to about six percent of the wartime peak, 
and at the same time with the need of maintaining 
its progress and efficiency. 1946 production volume is 
likely to range around $750 million, consisting of 
about $500 million military orders, $125 million com- 
mercial airline orders and $125 million in private air- 
plane production, with a large part of military busi- 
ness consisting of research and development work. 
However, contrary to wartime practice, this business 
will be divided entirely among established aircraft 
builders. In many cases, it will be bolstered by entry 
into other fields of production, a significant trend 
since the war’s end. Export potentials are promis- 
ing, though far from fully developed owing to. exist- 
ing restrictions. On the other hand, vigorous com- 
petition for commercial plane sales must be an- 
ticipated. Overall sales however should exceed pre- 
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war levels, with further long-term growth assured. 

1946 earnings, though heavily tax-cushioned, are 
bound to fall short of last year’s. But constructive 
factors in the profits outlook are the prospect of 
higher prices on military orders and absence of 
price controls on civilian business which should 
permit sharp widening of profit margins from ex- 
tremely low wartime spreads. Tax relief of course 
will be quite helpful; in the event of operating 
losses, carry-back provisions will come into play. 
Financial resources of leading aircraft makers have 
been greatly strengthened during war, providing 
ample support for prospective long-term growth. 
Those in good position to compete for commercial 
business are still favorably regarded but the possi- 
bilities for the smaller companies are particularly 
speculative. 


AIR TRANSPORT: Following new traffic peaks in 
1945, air transport is headed for further expansion 
but also for a severe competitive test once existing 
facilities are fully meeting the growing demand for 
service. Old equipment is increasingly displaced by 
modern airliners of great speed and carrying capac- 
ity, new routes are being organized, both domestic 
and foreign, and operating costs are rising. Thus 
while traffic and revenues will probably double in 
1946, net income will be less than last year. During 
the next few years, altogether several hundred 
millions will be spent for new facilities, requiring 
heavy financing and expansion of capitalization. 
While in the end this may prove highly profitable, 
these large capital expenditures—though not ex- 
cessive in the light of prospective business—are 
bound to curtail net income and dividend prospects. 
Rate reductions, both on air mail and passenger 
traffic, also enter the picture. Combined, all these 
factors will make for a substantial drop in 1946 net 
earnings. During the war, the airlines could not help 
but make money, with the load factor abnormally 
high—at 90% or better. In 1946, it may drop to 
around 70%, perhaps 65%, making for higher cost 
ratios. At the same time, the industry will get back 
into a highly competitive sales operation, with 
attendant increases in traffic, advertising and pro- 
motional expenses. Wage costs are also rising. 


Status Is Speculative 


With capital expansion needs likely to take pre- 
cedence over dividends, the status of airline shares 
therefore continues quite speculative. Still, airline 
shares have managed to maintain great popularity 
with sensational price gains during the past year. 
This is mainly due to the speculative appeal of the 
undeniable growth factor inherent in commercial 
aviation. Also, the earnings drop will be temporary 
though it would be difficult to delimit its duration 
precisely. It will, however, affect all airlines except 
those in EPT brackets such as Eastern Air Lines, 
where the decline will be effectively offset by relief 
from EPT. 


AUTOMOBILES: The production outlook hinges al- 
most entirely on the duration of present strikes, 
both in automobile plants and in those of suppliers. 
Severely delayed, it already appears that the in- 
dustry will be fortunate if it can equal in 1946 the 
1941 output of about 3.8 million cars, provided that 
capacity can be reached this Summer. The postwar 
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goal of six million cars is certainly unattainable this 
year. But longer range prospects, in view of large 
deferred demand, are exceptionally promising. 
Meanwhile, the job of physical reconversion is 
complete, assembly lines ready to roll. The basic 
problem is: Will the pattern of labor relations make 
for stability? 


Tax Relief Important 


The industry has been heavily in EPT brackets, 
hence tax relief plus volume prospects promise large 
profits once high volume output is reached, and 
provided that pricing policies will not result in too 
tight a squeeze. Beyond that, it is difficult to venture 
an opinion on the profit outlook so long as the 
wage-price question is hanging fire. There is small 
doubt, however, that a satisfactory relationship will 
ultimately be established between these important 
factors. Meanwhile first quarter production will be 
far below expectations. It has been estimated that 
some 35% of total 1946 output may be managed 
in the first six months, and 65° in the last half, 
contingent however of fairly early labor-manage- 
ment reconciliation. For the duration of the strikes, 
when operations will be seriously in the red, tax 
carry-backs are available that should negate most 
if not all of the financial impact. 

Despite crippling strikes, automobile company 
shares have retained the popular favor they have 
been enjoying for some time, based on the industry’s 
excellent post-reconversion potentialities which in 
the minds of many observers suggest a later marked 
uptrend once the industry gets going. While a good 
deal of these prospects may have been discounted 
marketwise, materialization of new earnings records, ‘ 
accompanied by more liberal dividends, may well 
make for further price appreciation. 


AUTOMOBILE ACCESSORIES: The outlook for this 
field parallels that of the automobile industry 
proper. Here,too, labor conditions are troublesome, 
pricing problems acute; together they have thus 
far barred the way to record output. Pent-up demand 
for parts and equipment—even without new car 
requirements—is enormous and with this in view, 
many parts producers are enlarging their present 

































Air transport is headed for further expansion 
but also for a severe competitive test. 
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facilities or building new 
plants. But thus far produc- 
tion has been lagging behind 
expectations and the closing 
of automobile plants put an 
additional “crimp” on parts 
manufacture. 

Basically, the post-recon- 
version outlook for the indus- 
try excels even that of the 
automobile makers due to ex- 
istence of a large replace- 
ment demand. For some time 
to come, this will tend to 
obscure strong competitive 
aspects; even normally mar- 
ginal companies will have “ f 
enough business for profit- = _— 
able operations for quite 
some time. Additionally, most 
of the leading parts makers 
enjoy broad diversification of 
production, particularly in 
the consumer durable goods 
field where deferred demand 
is likewise large. This adds importantly to postwar 
potentials, pointing to record volume and earnings. 
EPT repeal is an important factor, strongly bolster- 
ing profit potentials even should margins remain 
relatively narrow. This readily explains the specula- 
tive appeal at this time inherent in equities of parts 
manufacturers. Despite considerable market appre- 
ciation, most shares appear not excessively priced in 
relation to prospective earnings and dividends in the 
early peace years. 


~ hee 


BUILDING: The building industry faces its most ex- 
tended boom in history but do not look for early re- 
lief of the housing shortage. Shortage of materials is 
acute; together with insufficient labor it will be the 
main retarding influence until at least mid-year when 
steady improvement should set in. Revised prospects 
call for not more than 500,000 new housing units in 
1946, as against an immediate urgent demand for at 
least 1.25 million units. The makers of building mate- 
rials are due for a sharp output drive. Price relief 
would be a definite aid; many manufacturers claim to 
be unable to operate profitably at present ceilings and 
this has been an important factor in the production 
lag. Traditionally, in boom periods, the building in- 
dustry is a slow starter, and the aforementioned ele- 
ments plus reimposition of building restrictions have 
a further retarding effect. Nevertheless, total 1946 
construction volume may reach as high as $7.5 
billion, with private construction accounting for 
some $5 billion, public construction for the re- 
mainder. 

Once transitory price and cost uncertainties are 
removed and sufficient labor is available, the indus- 
try, despite 35% above prewar building costs, should 
be set for a long period of high activity. Funda- 
mentally, demand prospects are exceptional and 
profit potentials by no means fully discounted by 
current share prices. The latter is mainly due to 
continuance of uncertainty of the possible scope and 
duration of the forthcoming boom. Much depends 
on costs, rent levels, income trends and the general 
economic environment. Reconversion has been a 
minor problem but the industry may need at least 
two years to become geared to full peacetime pro- 
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Oil demand will be fairly well sustained in 1946 


estimated in terms of annual 
volumes of between $10 bil- 
lion to $15 billion for at least 
five years. 


CHEMICALS: The postwar de- 
cline in chemical production 
is approaching a base from 
which strong recovery should 
develop before long. The in- 
dustry which almost doubled 
its sales volume during five 
years of war is currently op- 
erating at a high level though 
below the peak attained a 
year ago. It is now looking 
forward to an eventual peace- 
time volume as large or larger 
than in wartime; however 
this will not come overnight 





me peacetime operation of con- 
outlook for 1946 as a whole 
is bright. The industry emerges from war with ex- 
panded capacity, excellent demand prospects, with 
new domestic and foreign markets to serve, with 
many new products to manufacture and market, and 
with new plants and new research facilities to build. 
Every leading producer has major expansion plans 
budgeted, attesting to widespread optimism about 
the future; expenditures on plant expansion over the 
next three years may top $200 million. Among the 
most spectacular of the expansion programs is that 
in plastics materials; in this field, 22 manufacturers 
will spend within the next 18 months over $107 million 
for new facilities with an output rise of some 300 mil- 
lion pounds of plastics materials the aim of the 1946 
program alone. In other chemical fields, larger mar- 
kets are confidently anticipated, though sales of basic 
chemicals, for a time at least, will turn downward. 
_ The chemical group stands to benefit outstand- 
ingly from lower tax rates. Even should taxable 
profits be much smaller in 1946, earnings in many 
instances could be double those of 1944, following 
EPT repeal and assuming elimination of contingency 
reserve charges. The industry generally has built 
up large reserves to cushion the effects of transi- 
tion, and most companies are in an exceptionally 
strong financial position. These factors should more 
than offset any near-term narrowing of profit mar- 
gins by heavier overhead costs, higher wages and 
possibly lower selling prices due to surplus offerings. 
Not only taxes, but amortization, depreciation and 
maintenance charges will shrink substantially, per- 


mitting higher earnings even on contracting volume.| 


Chemical shares have always been held in high in- 
vestment regard, normally selling at high price- 
earnings ratios. Near-term prospects—but not longer 
term potentials, appear adequately discounted by 
current market prices. Long range potentials—the 
growth factor—especially of companies with wide 
product diversification, appear far from exhausted. 


ELECTRICAL PRODUCTS: Makers of electrical prod- 
ucts entered the new year bogged down in numerous 
difficulties with production limping along at only 
a fraction of expected output but they are set for 
a big expansion with a volume of some $4.5 billion 
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envisaged for 1946. This estimate applies to the 
entire electrical manufacturing industry and would 
mean an ‘increase of $2 billion over 1940. Production 
of electrical appliances alone may rise some 50% 
over the same year. Overall industry production 
last year, when war contracts were heavy, is esti- 
mated at $7 billion. 

At present, output is sadly lagging due to pricing 
difficulties, lack of materials and parts, and certain 
components; thus what appliance deliveries will be 
in early 1946 is an unknown quantity in the fore- 
casting formula. Thus far they were less than 20% 
of what was expected and manufacturers are not 
too hopeful about the immediate outlook. Some pre- 
dict that the 1941 rate of output will not be reached 
until late in 1946 though radio manufacturers an- 
ticipate volume output by Summer. One of the big- 
gest manufacturers, General Electric, is strike- 
bound, and Westinghouse is threatened by strike, 
with unions demanding a 30% wage increase. 


In spite of the gloomy immediate outlook, the 
industry looks forward to a busy year, eventually. 
Deferred demands for all types of appliances are 
large, though varying, presaging industry pros- 
perity of varying length. On the other hand, pro- 
duction capacity has been greatly increased during 
war and lured by the demand backlog, many new 
companies are entering the field, making for stiff 
competition as soon as the first “bloom” is off the 
market. Eventual excess capacity is indicated in 
almost every line but especially in the radio field, 
with the result that competition will soon force 
selling prices down and profits ultimately may be 
slim even for the best situated companies, 

In 1946, tax relief will give an important lift 
to earnings and profit margins should widen as 
normal output expands. Most companies have ade- 
quate reserves, thus should continue liberal dividend 
payments. Since current share prices largely dis- 
count peacetime potentials, selectivity is in order. 


FOODS: With demand for food continuing at record 
levels, maximum production and increased distribu- 
tion throughout the world are the peacetime goals 
of the food processing industry. However, there are 
certain limiting factors: Further output expansion 
will be difficult as shortages of machines, materials 
and even manpower may continue to hamper pro- 
duction throughout 1946. Still, the industry antici- 
pates adequate supplies to give each person in the 
U.S.A. 11% more food than he averaged in the five- 
year span prior to the war. Some foods, of course, 
will remain short at least until Summer; thereafter 
only sugar and certain fats and oils are expected to 
be scarce. Meat supplies should continue ample, with 
packing plants setting high volume goals. Military 
requirements should drop at least 25% but exports 
will run 8% to 10% of total output. 

More than ever, food processors will intensify re- 
search activity. Frozen foods sales especially will 
expand sharply, given needed equipment. Despite 
high-level output, however, dollar volume of retail 
sales may decline some 5% from the estimated $18 
billion 1945 volume, mainly due to somewhat lower 
prices in certain categories. At the same time, in- 
tense competition is expected to reassert itself with 
the accent increasingly on quality as war emergency 
conditions disappear. 

Prospective volume however remains high enough 
for generally favorable earnings of food processors; 
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in most cases, tax relief will aid net income sub- 
stantially, more than offsetting the lack of further 
growth potentials. Thus at least well maintained 
earnings are in prospect for the industry. 


MACHINERY: Here, an unexpectedly promising 
future outweighs immediate problems. Current de- 
mand for new machine tools, except specialties, runs 
at a rate far below wartime experience but sub- 
stantially above prewar levels as cost-conscious 
manufacturers are cautious in making new com- 
mitments. Compared with a wartime peak, in 1942, 
of $1.3 billion and best peacetime production, in 
1940, of $200 million, 1946 production is expected 
to run between $250 million to $350 million. And 
clouding the near-term outlook is the threat of 
Government surpluses. However, postwar prospects 
generally are viewed quite optimistically, despite the 
fact that surplus machinery is now steadily enter- 
ing more actively into the peacetime reequipment of 
industrial plants. 

Chief future hope lies in the fact that in ventur- 
ing into their postwar programs, manufacturers are 
anxious to obtain the most modern machinery avail- 
able, machines that will cut production costs on 
their new products and enable them to compete 
in postwar markets on the best possible basis. 
Hence they are vitally interested in new models, 
improved models and special machinery adapted to 
particular requirements, and the machinery indus- 
try is setting about to give them just that. More- 
over, a good deal of surplus equipment will be junk- 
ed or retained as standby facilities, thus the surplus 
threat should not prove too prejudicial to future 
volume prospects. And additionally, export possibili- 
ties are extremely promising. 

Once the postwar boom is actively under way, 
machinery demand of (Please turn to page 488) 
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Happening tn Washington 





OVERHAUL of the government’s surplus property 
disposal operations has been assured by appoint- 
ment of Lieut. Gen. Edmund B. Gregory as chair- 
man of the War Assets Corporation which will 
report directly to President Truman, and absorb 
SPA, in fact if not statutorily. Businessmen like 
Gregory and the feeling is reciprocated. As chief 
procurement agent for the War Department for 
food and clothing he brought in some of the nation’s 





WASHINGTON SEES: 


Something new has been added to the Wash- 
ington political scene: family fights within both 
major parties with each apparently bent on 
destroying itself in the fires of dissension and 
with no truce in sight. 


Hardly had the Republicans begun to gloat 
over the increasing differences in the Demo- 
cratic ranks then a full-fledged war developed 
in their own, 


To illustrate the cleavage in the Democratic 
fold it is necessary to do no more than cite the 
fact that President Truman found it expedient 
to chide publicly, for lack of action, his party- 
men who hold a majority of 50 in the House 
and of 17 in the Senate—a numerical advan- 
tage which normally would spell political security 
for the administration in power. And it comes at 
a time when the Democrats have been in the 
saddle for 13 years. 





The conflict between Mr. Truman and his 
party's representation in congress is marked out 
plainly as one between ideologies of the 
northern and of the southern states. Smouldering 
Republican differences also have followed a 
geographical line: control by the eastern states 
vs. control by the western states. Actually, it 
came to a head when liberal Senator Wayne 
Morse of Oregon, let fire both barrels at con- 
servative Senator Robert Taft of Ohio. That 
didn’t exactly follow the script, but it appears 
that the BilPes 53 copie niadeate te effect will be the same. 
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outstanding merchandising experts, held them when 
dollar-a-year men were quitting other agencies in 
revolt and disgust. He’ll win confidence by pursu- 
ing the same principle in his new capacity. 


PERMANENT FEPC will come up early in the new 
year with every prospect that it will be approved 
by the house and run into deadly filibuster in the 
Senate. Republican solidarity will support the anti- 
discrimination measure in the lower branch and will 
be strong enough to overcome the solid southern 
opposition there. But Senator Bilbo again is piling 
up his stack of books, pamphlets and other ex- 
traneous matter for ‘extended discussion” in the 
upper house. It will be tied into the general labor 
issues, fall under their weight unless every present 
indication in Congress miscarries. 


NAVY OIL and politics, which proved a bad mixture 
25 years ago, are being thrown together again. 
Washington speculation has Ed Pauley of California, 
treasurer of the democratic national committee and 
president of Petrol Corporation, selected to succeed 
James V. Forrestal as Secretary of Navy when 
Forrestal carries out his oft-repeated promise to 
resign. Pauley has a heavy financial interest in sub- 
merged oil lands off the California coast which the 
Navy wants established as Federal domain by way 
of conserving a commodity essential to national 
defense, Pauley is a frequent White House visitor, 
this country’s present reparations commissioner, 
and the prospect seems that he will be “kicked 
upstairs.” 


INDICATIONS do not point to substantial tax re- 
duction or even serious re-examination of the 
structure soon after the new year. The house ways 
and means committee, dominated by Rep. Robert 
L. Doughton, will schedule numerous other mea- 
sures for earlier consideration, one of them the 
Social Security Act changes. Doughton is frankly 
on record for tying tax reduction into the budget 
position—which isn’t favorable and won’t be in 
the foreseeable future. Federal debt now stands at 
279 billions, will come close to but not puncture 
the 300 billion limit. Government spending is drop- 
ping, but not enough to be an important factor. 
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President Truman's "strike speech" is coming more and 
more to be appraised as his most important utterance since he 
went into the White House. It won't improve relations between 
No. 1600 Pennsylvania Avenue and Capitol Hill but it will shape 
legislation. 
























































Some observers see in the Truman call to the nation to 
join him in a contest with the legislative branch of government 
an action comparable to that taken by the late President Coolidge 


when he handed a newsman the now famous, and still questioned 
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Mail bag lobby is one thing congressmen fear. Already, 
senators and representatives report a vigorous response to the 
Presidential suggestion. It's welcomed by those who have "gone 
along,” resented especially by members of the senate committee 
on education and labor and the house labor committee. 
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The President minced no words in spelling out the program which he thinks 
en will lead the country into a smooth reconversion from a wartime to a peacetime 

In economy. Claiming no pride of authorship, he bluntly told committees of congress 
il to accept his plan or, if they find it defficient, to mould a better one. The 
objectives, not the implements, he said are "musts." 
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wr Summed, the President's speech (and it was a carefully drawn document which 
he utilized a "boatful of brains" anchored outside Alexandria, Virginia over the week— 
ti- end), called for holding the line on prices, a law or law for regulation of ‘ 
ill industrial strife, a square deal for war veterans on housing and related necessaries, ; 
aa and a plan to keep the national economy on even keel. 
X- 


il Congress leaders are beginning to realize they erred by recessing for the 
or holidays without cutting deeply into the program the President described. For one 
nt thing, it gave him the opportunity to talk to their constituents while congressmen 
were at home, within immediate reach of the voters. 





























ire Hoisting the storm flag of inflation, he timed well his plea for continuation 
In. of the Second War Powers Act beyond the six months extension congress already 





has voted. He will win that point eventually. 




















nd 

pa Washington became convinced during the holiday shopping season that the short 
to extension may have been accepted.as an invitation to withhold commodities from the ; 
1b- shelves, save them for the day when ceilings won't prevail. Adjustment of the excess 

he profits tax is running into the same complaint. Some say there has been a marked 

ay effect upon new production. 








Full blame isn't being accepted by congress. Some of its members argue the 
“A President, himself, wasn't on firm ground. They point to the record as proof that 
there was White House unawareness of the need for controls after V—J Day, charge that 
they were too early relaxed. 




















he Reconversion Director John Snyder has been selected as the principal target 
ys for persuading the President to allow the War Labor Board to fold up and for taking 






































<i the controls off housing materials, only, to have to reapply them. Charge also is 

nae made that the White House fiddled with the strike situation until Dec. 3, and it then 
ly was too late to get the legislative mills operating. 

ret 

in Surplus Property Administration is preparing the public for the plain fact 
at that it cannot hope to recover much of the 43 billion dollars invested in military 
ire 
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airplanes. Craft, much of it spread over acreage, already is obsolete; the selling 
price wouldn't pay the rent. : 





Experience after World War 1 will determine the policy on plane sales. 
Then the futility of retaining airplanes which had been outmoded was demonstrated. 
It couldn't match the ships sent into the air by countries more progressive in the 
field, whose industries received better encouragement to research. 




















Expected policy is one calling for melting most combat planes down to their 
' basic metals, meanwhile converting a limited number of bombers to commercial use as 
transports. Even on that score, SPA isn't fully convinced — but will be overruled. 


But, basically, dollar value of surplus aviation material will be overlooked. 

















Far East trade will be developed by new division of the U.S. Department 
of Commerce which will undertake to compile data on needs and methods rather than to 
require interested firms to rely upon consulates, some of them recently established, 


most under equipped and lacking in information. 
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Plan is to have field offices and Washington informed of development in the 
Far East market simultaneously and to invite business and industry to address to 
those points the inquiries which normally moved to consulates. More efficiency, 
time saving, are promised. = 




















Industries producing automotive equipment will be encouraged (required 
would be a more appropriate word) to keep always prepared for sudden conversion to 
military manufacture. War Department has assigned Brig. Gen. Edward H. Lastayo 
to arrange a liaison between government and industry. Exchange of information on 
new developments will be required so plant operators "may bcome acquainted with 
each other's objectives." 
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issued by the Department of Commerce, designed for both banker and potential borrower 
and placing emphasis on character loans and those backed by accounts receivable 

and warehouse stocks. The government will look to the banks to do the principal 

job of distribution. 


























Thinly veiled suggestion that the system be copied is a Bureau of Foreign and 
Domestic Commerce report on Moscow reconversion experience, based upon a single plant 
involving a heavy industry — Krasny Proletari Machine Tool Company. The Soviets say 


the results are "typical." 














Krasny already has stepped up its machine tool output to a point beyond 
highest peacetime level. The plant, recites the U.S. Government report, has 
inaugurated an 8—hour day but the management increased the take-home pay of workers 
by the use of individual daily assignments, organized competitions, improvement in 


———— 


instructing and supervising personnel, and proper upkeep of machinery. 
































Digest of year-end statements by business leaders which poured into 
Washington agencies to be funneled out via the press paints a picture of great 











opportunities which could be missed if the labor-management situation doesn't 
improve... 


Henry J. Kaiser, who hasn't been conspicious for wrong guessing in recent 
years, was one of the exceptions to the general rule. Said Kaiser: "The year 1946 
presents many more prospects than problems." The U.S. Department of Labor, mired in 
strike issues, murmured a hopeful "amen." 
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y RE-EVALUATING the RAILS 
“Ae Peacetime Taste tials 
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By ROGER CARLESON 
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HEN the wartime economic history of the 
United States is written, among the major 
phenomena which are certain to be recorded will 
be the remarkable achievements of the railroad 
industry. American railroads, called upon to meet 
unprecedented demands upon their facilities and re- 
sources, turned in a magnificent job of transporta- 
tion, an accomplishment which was in marked con- 
trast to their experience during World War I. That 
it was done in the face of seemingly insurmountable 
problems adds further to the impressiveness of the 
record and lends attraction to the future. 

Prior to the entry of the United States into the 
war, it was the consensus of many skeptics that the 
railroads were ill prepared and would break down 
under a heavy traffic strain, making it necessary to 
resort to the World War I expediency of Govern- 
ment operation and subsidy. Confound- 
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tive power which was revealed in the subsequent 
years of general business recovery, the big question 
today is whether or not railroad managements can 
effectively utilize their wartime experience to ad- 
vantage in the months ahead. To meet the peacetime 
situation as it is now shaping up will require great 
resourcefulness and vigor. Reduced traffic volume, 
much stronger competitive forces, and rising costs 
not fully compensated for by a revised rate struc- 
ture are the more vexing of the peacetime problems 
with which the railroads are confronted. 

A lot will depend upon the factor of railroad 
management. Formerly, much of the thinking which 
governed the operating and fiscal policies of the 
carriers was circumscribed by belief in their in- 
dispensability. Criticism was refuted on the grounds 
that management was restricted in its scope by 





ing these skeptics, the railroads ful- 
filled every demand which was made 
upon them and though there were times 
when it appeared that facilities were 


being taxed to the veritable breaking 400 
point, the roads somehow were able to 
muster the ways and means of coping 
with the situation. Moreover, they have 
emerged from the war in a stronger po 


position financially than at any time 
since the late Twenties. Despite the 
wartime limitations placed on the abili- 
ty of the carriers to undertake improve- 
ments and modernization, the railroad 
physical plant. with the exception of 
passenger equipment, was well main- 
tained and to that extent they are pre- 
pared to cope with the problems which 
have arisen in the wake of peace. 

All of which is very heartening from 
the investor’s viewpoint, but not un- 
mindful of the doleful depression record 
of the railroads and impaired recupera- 
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Government regulation. Today, however, there is 
ample evidence that railway managers have awak- 
ened to their opportunities and are imbued with 
the same vigor characteristic of the management 
of most of the nation’s big industries. 

Reviewing briefly, and highlighting the wartime 
record of the railroad industry, serves to bring the 
current outlook into sharper perspective. 

In 1944, the last full year of war, the freight haul 
of Class I roads attained a peak of 738 billion ton- 
miles, which compared with the peacetime peak 
of 447 billion ton-miles in 1929, and 405 billion ton- 
miles in 1918. Reflecting the heavy movement of 
troops and restrictions placed on other means of 
transportation, passenger traffic in 1944 reached the 
amazing total of more than 95 billion passenger- 
miles, or more than double the volume of the best 
year in the past three decades. 


Record Traffic — Less Rolling Stock 


These record-breaking totals were rolled up not- 
withstanding the fact that the railroads were oper- 
ating 6,000 fewer locomotives and some 15,000 
fewer passenger cars than they did in 1928. It was 
possible to do this because of the larger capacity 
of present-day freight cars, greater pulling power 
of modern locomotives, and increased efficiency in 
loading, unloading and routing of freight carriers. 

The impact of these combined factors, plus a 
temporary wartime increase in both freight and 
passenger tariffs, on revenues was considerable. 
Freight revenues in 1944 were $7 billion, while pas- 


senger revenues rose to $1.8 billion. The former set 
a new peak for the past thirty years, while in the 
case of passenger revenues one has to go all the 
way back to 1926 to find a year in which they were 
more than $1 billion. 


Wartime Earnings and Dividends 


Earnings available for dividends were in excess 
of $900 million in 1942 and 1943. This was more 
than ten times the 1939 figure, and better even 
than the historic year, 1929, when net income 
totalled $897 million. Higher costs and taxes cut 
into net in 1944, lowering the total figure to $684 
million. In 1944, however, Class I rails paid out a 
total of $246 million in dividends to stockholders, 
which made it the stockholders’ best year since 
1931. But of aggregate earnings amounting to more 
than $3 billion for the years 1941 to 1944 inclusive, 
only $850 million were disbursed in the form of 
dividends. The great bulk of these earnings was 
used to retire debt and bulwark working capital. 
Railway management apparently did not forget the 
disasters which overtook a number of carriers that 
were distinguished by their exceptionally liberal pre- 
depression dividend policies. 

In the four years, 1941-44 long term funded debt 
was reduced $1.5 billion and fixed and contingent 
interest charges were lowered by $43 million. At 
the end of 1938, aggregate working capital of all 
Class I roads was $500 million, while at the end 
of 1939 there was a working capital deficit of nearly 
$1.3 billion. But as of the end of last September, 

















Statistical Highlights of Leading Railroads 
(000 omitted) Average 
Fixed Charges Wartime 
Funded Debt Yearto !2mos.to Working Capital Net 
Dec. 31, Dec. 31, Dec.31, Oct.31!, Dec.3!, Oct.31, Per Sh. Est. 1945 Recent 1945 
1941 1944 1941 1945 1941 1945 1941-44 1945Net Div. Price Yield Price Range 

Atchison, Top. & Santa Fe 323.230 243.662 11.020 7.224 37.388 123.920 $19.68 $10.50 $6.00 104144 5. Vie 11314- 76% 
Atlantic Coast Line... 159.257 128.543 6.421 4.643 11.593 20.760 20.43 13.00 3.75 73% 5.1 8314-48 
Baltimore & Ohio 676.769 573.279 20.141 17.742 g) 5.046 58.056(c) 10.58 S250 2 20° se 287%4- 11% 
Bangor & Aroostock....... 17.593 13.851 -748 550 1.162 1.154 5.11 4.50 eae oe 23 - 12% 
Chesapeake & Ohio.......220.345 206.717(c) 7.854 7.091 29.624 30.732 4.41 3.00 3.00(k) 55 5.4 5854- 475 
Chicago Greatwestern.... 23.368 23.469 .846 .773 1.975 6.196 1.95 ee 10 eee 12!,- 5% 
Chicago & North West.....369.712 174.468 16.356 3.009 33.730 26.002 12.61 (e) 11.00 3.00 38!/, 7.7 491/,- 25/4 
Colorado & Southern... 48.432 a) 42.760(a) 2.063(a) .649(a) def.167(a)}) 2.865(a) 9.11 4.00 } 37',, ; 50!/4- 28 
Dela. & Hudson Co... 89.913 64.536(f) 5.258 3.653 b) 13.735 13.852(f) 12.90 3.25 4.00 44 9.0 571. 34%, 
Dela., Lack. & West... 6.139 5.927 7.629 6.658 1.767 14.701 2.13 def. “es 13'/ 163%4- 7% 
Erie... swash 4.339 191.149 7.454 5.870 16.818 34.506 3.37 1.50 1.00 17/2 5.7 20!/- 12'/2 
Great Northern Pid. 334.741 244.826(h) 13.916 10.900 28.889 53.349 8.56 9.00 3.00 58 5.1 6534- 46 
Gulf, Mobile & Ohio. rene. . 36.320 30.477 1.410 1.357 3.129 8.990 3.02 0.50 Lae | 30!,- 14% 
Illinois Central... .....375.240 275.060Ag 16.249 11.732 19.536 53.598 13.53 8.00 4.00 4 70 44 - 19% 
Kansas City Southern 70.324 68.744 2.879 2.384 2.757 def.659 4.07 600s ye 314-13 
Lehigh Valley... 101.880 99.906 7.223 4.707 3.271 16.412 4.36(e) def. cen 12 st 17,- bl, 
Louisville & Nashville... 228.059 192.737 9.082 7.384 32.891 41.192 8.41 (e) 6.50 3.52 63! 5.5 68 - 52 
Miss.-Kans. Texas 2.042021 74.334 4.392 2.468 361 5.268 def.68 O50 | 5... 5A. 163%4- 5! 
New York Central... 713.192 612.719 48.805 44.573 56.144 118.382 6.74 2.00 1.50 32! 4.6 3538- 21% 
N. Y., Chi. & St. Louis... 135.567 119.112 6.874 5.598 6.169 20.674 21.58 i600 Oi... 50!/, 75'/4- 32 
Norfolk & Western... 51.446 51.335 2.137 2.113 22.054 59.810 17.81 16.00 10.00 247 4.0 258!/2-219 
Northern Pacific 331.461 297.311 (i) 14.574 13.364 31.559 30.790 6.32 6.00 1.00 344, 2.9 381/,- 17% 
Pennsylvania 673.477 643.825 78.072 74.384 70.699 145.471 5.77 3.90 2.50 42 5.9 46!/,- 331%, 
Pere Marquette. 72.825 60.092 3.295 2.665 4.568 11.292 4.83 ROO ns 26... 4334. 191/, 
Reading... nsessnsennsea OO" 106.686 8.015 7.008 6.510 1.610 5.84 2.50 1.00 27/2 3.6 29'/4- 19'/2 
Southern Pacific. ee 730.707 578.024 29.507 23.877 41.969 121.688 13.93 6.50 3.25 58 5.6 62 - 38, 
Southern Railway. 281.147 238.487 15.932 13.352 20.573 42.951 16.67 10.50 3.00 57 5.2 6034- 32% 
Texas & Pacific... 78.062 68.329 3.849 3.635 6.344 16.941 11.47 12.00 2.50 48 5.2 55'/2- 30 
Union Pacific... 374.691 374.881 (h) 13.934 14.727 59.521 229.401 18.15 12.00 6.00 . 143 42 151 -10914 
Webash R.R. 98.600 78.690 2.554 2.198 12.012 8.836 8.18 ieee. 1.00 ae Le” a Religoes (j) 
Western Pacific...... 74.020 75.185 3.756 1.039 8.723 21.303 11.54 8.00 2.25 47 4.7 57'/- 30"/, 

(a)—Co. only. (b)—1I2 mos. to Sept. 30, 1945. (c)—As of Sept. 30, 1945. 

e})—Adijusted. \f}—As of March 31, 1945. (g)—Year to Dec. 31, 1944. 

h)—As of June 30, 1945. (i) —As of May 31, 1945. 

(j)—AH of the common owned by Pennsylvania R.R. (k)—Plus stock. 
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working capital of these roads 
was in excess of $2 billion; 
current assets totaled $4,565 


Status of Reorganization Rails 








million, of which nearly $3 


billion was in cash; current Name of Railroad 


COMMENT 








liabilities were $2,559 million 
and included $1,247 million in 
federal tax liabilities. The 


Central Railroad of New Jersey... Deadline on reorganization extended to April 13, 1946. Tax 


litigation has delayed reorganization. Normal earnings unim- 
pressive and securities highly speculative. 





1945 year-end balance sheets 
will disclose further sub- 
stantial improvement. 


To complete the picture— 


Chic., Mil., St. Paul & Pacific... Old securities now in the process of being exchanged for those 


of reorganized road. Strong financial position and good earn- 
ings prospects suggest early action on common dividends. 





during the four-year period 
$9 billion was expended for 


Chic., Rock Island & Pacific.._...Convertible bond holders are voting on acceptance of pro- 





posed plan of reorganization. Some possibility that plan may 
be rejected and revised to permit more favorable treatment. 





maintenance of way and 
equipment. Impressive though 
this figure is, the surprising 
fact is that it was done de- 


Denver & Rio Grande Western... Proposed reorganization plan is being contested and Supreme 


Court has agreed to review it. On decision will rest possibility 
of more liberal treatment of general mortgage bonds. 





spite severe shortages of 
labor and materials. 


Florida East Coast... nun-.Proposed merger and reorganization by Atlantic Coast Line 


is being opposed and further action will probably be delayed 
for some time. 





This over-all improvement ae 
Missouri Pacific 


Revision of proposed ICC plan may be undertaken to give 





was shared by practically all 
of the individual roads, in 


fuller expression to current status of road. Periodic payments 
likely to be made to bondholders pending consummation. 





greater or lesser degree; so 
it is possible to safely con- 
clude that the railroad indus- 
try both collectively and in- 


N. Y., New Haven & Hartford......Old Colony bondholders contesting validity of latest approved 


plan, but final consummation is believed likely in the fairly 
near future. Senior bonds not without promise but post-war 
earnings outlook uncertain. 





dividually is financially and 
physically at least, well pre- 
pared to cope with the future. 
And the future is not with- 


St. Levis-Sen Frencisen. iste Reorganization approved le et deme of endiiien.. i. 


change of securities will be undertaken probably within next 
six months. Peacetime earnings not substantially assured and 
consolidated and prior lien issues are highly speculative. 





out sobering implications. Seabnend Air See. 
The principal elements of 
uncertainty in the railroad 


outlook at this time stem 





wuttum—nueNear term outlook sufficiently promising to lend speculative 


attraction to new securities to be received in exchange under 
approved reorganization plan. 








mainly from traffic volume 
and operating costs—wage rates, chiefly. 

It is, of course, a well known fact that wartime 
conditions produced an abnormal inflation in both 
freight and passenger traffic. Equally well known 
is the inevitability of a peacetime slump both in the 
volume of freight and the number of passengers 
which carriers can expect to haul. Less clear, how- 
ever, is the possible extent of the decline and re- 
sulting effects upon revenues and profits. 


Lower Freight Traffic 


Freight traffic has been declining since V-J Day. 
Ton-miles in November were nearly 18 per cent 
less than the comparable figure for 1944, although 
in justice it should be said that the drop, so far 
at least, has been less than previously expected. 
Just where traffic will level off and stabilize is 
difficult to say. The Committee for Economic Devel- 
opment—an organization not given to rash predic- 
tions—has estimated that production this year will 
be 42 per cent over 1939. On that basis enough 
freight traffic should develop to make possible a 
ton-miles figure comparable to 1941, when the total 
ton-miles of revenue freight was 475 billion. This 
volume would probably produce revenues somewhere 
between $5 and $6 billion. 

Among the favorable aspects of the current situa- 
tion is the probability that production of heavy, 
or durable goods, merchandise will be considerable, 
as manufacturers seek to catch up with demand. 
The movement of these products to market promises 
to be of substantial benefit to the railroads. 

On the other hand, the outlook for passenger 
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traffic is much less promising. The peak movement 
of homeward bound troops has probably been passed 
and from here on will dwindle to insignificant pro- 
portions by mid-1946. The Association of American 
Railroads expects a drop of 22 billion passenger- 
miles in current passenger traffic to around 65 bil- 
lion. By 1950, the A.A.R. expects a figure no larger 
than 27.5 billion passenger miles, or about 4 billion 
more than the 1940 figure. 

From these forecasts, it is rather apparent that 
the rails are prepared to give up a sizeable share 
of their war-won passenger business to the airlines 
and buses—but not without a fight. Over the next 
three years the industry plans to spend upwards of 
$1.5 billion on new equipment and facilities. High- 
lighting this program was the recent announcement 
by New York Central that it had placed an order 
for $34 million for sleeping cars, the largest order 
of its kind ever made. In addition, the road is spend- 
ing $22 million for day coaches. It is the aim of this 
program to appeal to the public by faster and more 
comfortable service. Competitive rates will also be 
part of the bid. 


Passenger Business 


From 1929 through 1941, passenger business for 
the industry as a whole was unprofitable, but dur- 
ing the past three years it is generally assumed to 
have accounted for about one-fifth of net operating 
income. In the making is the first really concerted 
attempt on the part of the railroads to regain some 
of the passenger traffic which they lost to private 
automobiles and (Please turn to page 486) 
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RITAIN starts the new year with characteristic 

courage in the face of uncertainties upon the 
clarification of which during the next few years 
will depend her political and economic future. With 
the Anglo-American financial agreement virtually 
an accomplished fact and the Big Three in Moscow 
in apparent harmony, British citizens are settling 
down to their reconversion problems and to give 
the acid test to a fully planned economy. While tra- 
ditional freedom of speech has caused much out- 
spoken criticism of the new Labor Government, 
everyone is cognizant of necessarily long delays in 
formulating policies and procedures for the im- 
menselv complex program about to be undertaken, 
and either determined or resigned to give it a 
thorough try-out. 


London Market Confident 


The London Stock market reflects more confidence 
than might be expected in view of the over-all 
gravities of the economic picture and with no def- 
inite knowledge of how far the trend to nationalize 
industry may lead the nation. Bank of England 
stock, despite its coming change of ownership, is 
selling around 396 compared with 385 last April, 
although bank shares generally have declined about 
8% in the same period. Relative changes for other 
security groups are—brewery shares, up 6%,— 
iron, coal and steel, down 14% —-rails, down 18%— 
shipping, up 7%. In no instance is grave appre- 
hension reflected in thees changes, which could be 
attributed to nationalization policies. 

Unemployment in Britain is confined to a few 
localized pockets and during all of 1946, labor short- 
age rather than over-supply promises to be a major 
problem. The government has approved schemes to 
develop 561 new factories in the whole country, 
about half of which will be located in so called 
“depression areas’, and significantly enough, private 
capital on a large scale has been enlisted to provide 
about half of the needed investment. Additionally, 
170 government factories, including nearly all the 
larger ordnance plants, have been allocated for con- 
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. British Reconversion Picture 
- Mexican Industrial Expansion 
- Cuban Economy Moves Ahead 
. Canadian Reconversion Highlights 


WITH JOHN LYONS 


version into civilian production and will give em- 
ployment to perhaps 400,000 workers. 


Investor appraisals of British industrial shares 
shares have reached an enforced “‘mark-time” stage 
due to the entire lack of definite factors upon which 
to rely. Government committees by the score have 
been appointed to investigate this and that industry, 
latest among others being the cotton, shoe, pottery, 
hosiery and furniture enterprises. As these ‘‘work- 
ing parties” are instructed to go beyond mere fact 
finding to the extent of recommending just how an 
industry could be stimulated in line with the na- 
tional interest, their eventual status under private 
ownership is always open to question. Conservative 
financial experts fear that from the enormous 
amount of secret studying now under way will 
emerge policies based upon theories rather than 
upon practical operating costs, with chances that the 
consumer may suffer in the long run. 


No decisions as to wage policies have as yet been 
announced to give some clue to the broad picture, 
nor have any detailed arrangements been made to 
clarify the treatment which will be accorded in- 
vestors after government procurement of their prop- 
erties. And even if government ownership halts 
with acquisition of a few key industries, control 
over all the others will be broad through ownership 
of transportation, power and many essential ma- 
terials. Success of the program, however, may re- 
sult from a low profit margin which the government 
may establish to form a base for servicing a flood 
of new securities to finance its program. But the 
big question here will be the competitive effect upon 
the larger body of British private enterprises. 


Mexican Expansion 


Mexican activities to modernize and expand her 
industries continue apace as the new year unfolds. 
Estimates are that capital investments in 1946 for 
new enterprises will total over 350 million pesos 
compared with 120 million pesos in 1942. Mexican 
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labor, as in most other countries, is restive and 
strikes hamper progress in several important in- 
dustries, but once these are settled the economic 
outlook holds a good deal of promise. The Govern- 
ment has completed plans to provide electricity 
within two years for all parts of the country, con- 
struction costs to be borne mainly by itself and 
total outlays expected to run as high as 540 million 
pesos (current value of the peso is 20.7 cents). 


Mexican Textile Trade 


Mexico’s textile mills have prospered greatly dur- 
ing war years, and since the United States has been 
temporarily unable to meet the demand for cotton 
goods from abroad, an excellent opportunity pre- 
sented itself to cash in 
at prices normally far 
above what American 
mills would charge. Cot- 
ton textile exports are 
running at a rate near 
125 million yards per 
annum at present, and 
many of the new foreign 
buyers are likely to con- 
tinue their Mexican pur- 
chases for quite a while 
to come. Manufacture of 
shoes and leather goods, 
also has expanded enor- 
mously during the past 
four years. Low-cost 
labor, working mostly by 
hand, has produced bags, 
purses and other similar 
goods with a total value 
of over $7 million in 1945 
and during the current 
year this record prob- 
ably will be far exceeded. 

Since 1941, the Export-Import Bank has facili- 
tated industrial expansion in Mexico by credits 
amounting to about $93 million for the purchase of 
American equipment and services, and millions more 
of American funds have poured into the country 
for creation of new enterprises or to expand exist- 
ing facilities. With the completion of the Pan- 
American Highway in the not distant future, tourist 
traffic which in the past has produced revenues of 
300 million pesos annually is expected to show sharp 
gains. Mexico, however, still suffers from consider- 
able price inflation. The country is by no means 
“over the hump” when it comes to the effects of its 
wartime boom. 


* 


Economic conditions in Cuba continued favorable 
through the third quarter of 1945, thus marking 
a full three years of high level prosperity for this 
Caribbean nation. Terminating a ten months period 
of drought, heavy rains in the late summer saved 
a good portion of the crops, although agricultural 
production fell a bit short of the previous year. By 
stimulating sugar culture, however, the rainfall has 
raised estimates of the 1946 crop some 20% over 
1945, income from which provides an important 
source of the national revenues. For the same rea- 
son, better pasturage enhances prospects for dairy 
products and meat. Despite short crops of sugar, 
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tobacco, corn and root crops in 1945, general busi- 
ness activities continued to show improvements dur- 
ing most of the year; bank clearings established a 
record and revenue collections of the Government 
during the third quarter were well above those in 
the corresponding quarter of 1944. With salaries and 
wages up 18.1% in the first seven months compared 
with the like period of 1944, small wonder that mer- 
chandise sales soared $58 million in the first five 
months alone, rising to a total of $538 million in 
less than half a year. 


Cuban Foreign Trade 


Cuba’s foreign trade during the first half of 1945 
was valued at $365 million, according to Cuban of- 
ficial figures, an increase 
of 15.1% over the same 
period in 1944, and the 
balance of trade in her 


favor was_ substantial, 
for about $256 million 
consisted of exports 


while imports accounted 
for $109 million. It is in- 
teresting to note a trend 
towards greater exports 
to England and France 
during the first nine 
months of last year, 
along with a correspond- 
ing decline in shipments 
to the United States, 
large-scale diversion of 
sugar shipments across 
the Atlantic mainly ac- 
counting for the fact. 

Basically, economic 
conditions in Cuba ap- 
pear to be more stable 
than in many other 
countries, for despite war gains in affluence, infla- 
tionary trends have been considerably checked by 
the sobering effect of sudden peacetime conditions. 
Both rents and wages have slightly declined, in fact. 
Demand for luxuries continues apace, however, and 
when the lid was lifted on many import controls, 
Cuban industry placed urgent orders for more than 
$10 million worth of new equipment and goods, 
mostly in the United States. Evidently this island 
country anticipates continued economic growth. 

Long and carefully laid plans by Canada to hold 
her economic structure on an even keel in the post- 
war have been implemented on a broad scale. In 
many respects the repercussions of VJ-Day brought 
in their wake conditions very similar to those in 
the United States—a sharp drop in manufacturing 
activities, labor unrest and a maladjustment of ma- 
terials supplies. In proportion to population, how- 
ever, Canada’s wartime industrial expansion was 
even greater than our own, and while deferred 
domestic demand for civilian goods is impressive, 
greater reliance upon export trade looms up as a 
major problem. Also, to provide jobs for about 
1,000,000 more workers than in prewar years will be 
no easy job. 

Longer range Government planning involves wide- 
spread construction of hydro-electric plants to pro- 
vide cheap power throughout the country and to 
encourage establishment of néw industries. 


Galloway 
Busy peacetime scenes are again seen on London streets, 
but reconversion problems are far from solved. 
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Ten Potential 
Market Leaders for 1946 


By THE MAGAZINE OF WALL STREET STAFF 


PT'HE STOCKS CHOSEN for potential market 
leaders in 1946 and analyzed in thumbnail fash- 
ion on the subsequent pages have been selected 
for potentiality of above average appreciation. For 
that reason they do not primarily consist of popular 
investment issues though such are also included. 
Some of our selections are clearly speculative but 
all, we believe, are inherently sound and have ex- 
cellent business prospects over the years ahead. 

In making our selection, we have applied all the 
usual criteria but special attention has been given 
to volume and earnings prospects under the con- 
ditions in which business is likely to operate during 
the next twelve months, and the extent to which 
existing potentials have already been discounted 
by past market action. 

As to the timing of purchases, we frankly believe 
that the next few months may bring more opportune 
buying points than current price levels. While the 
market’s technical position is admittedly strong, the 
outlook for the next few months in our opinion re- 
mains uncertain, though we do not question the 
probability of ultimately substantially higher stock 
prices. At the same time, we must also admit that 
should the labor situation find a quick settlement 
permitting resumption of unhampered production, 
the case for any important setback from current 
levels looks less convincing. 

Recent market action has shown that it is ready to 
respond vigorously to encouraging industrial news. 
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However, this doesn’t necessarily obviate the possi- 
bility of a technical reaction later on; there are still 
a good many question marks in the short term out- 
look that may well promote reaction trends before 
the market resumes further discounting of postwar 
boom potentials. And it is always good policy to try 
to take advantage of any temporary weakness in 
piices which are certain to recur. 

Thus our advice is to withhold new commitments 
until the near-term outlook becomes clearer. We sug- 
gest that readers watch the A. T. Miller market 
analysis in each issue for guidance in timing commit- 
ments. He will inform you of the opportune time to 
buy these securities, and he will—later—also tell you 
when to sell them with a view to realizing maximum 
profits on commitments which you have made. 


The market of course has a way of doing the un- 
expected. The more advantageous buying levels we 
anticipate in the relatively near future may not 
materialize, or perhaps not to the expected extent. 
To those who are inclined to lean toward that view, 
we suggest, as an alternative, that they invest half 
of available funds now, the remainder later. By this 
we mean funds that may be intended for investment 
in these ten selections. In this manner, investors will 
have available half of their funds should lower prices 
materialize in the near future. On the other hand, 
they will be at least half invested should the market 
continue its rise without any major corrective set- 
back during the month ahead. 
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Ten Potential Market Leaders for 1946 








PRESSED STEEL CAR CO., INC 
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BUSINESS: Third largest producer of freight cars, with additional output 
of passenger and subway cars. Rated capacity of plants is about 15,000 
cars per year. 

: OUTLOOK: Pressed Steel Car in prewar managed to land about 10% 
| of total orders for freight cars placed by the nation's railroads and there 
is every reason to suppose that with this established position it will con- 
tinue to get its full share of business during the promising period ahead. 
Volume potentials in postwar are far above-average, as physical deteri- 
oration of freight cars has been hastened by peak use in transportation 
of war materials, and for more than ten years past replacements of roll- 
ing stock have been far below normal. Estimates are that deficiencies 
already exceed 200,000 cars, nearly twice the number produced by all 
domestic manufacturers in any year since 1929. Technological improve- 
ments in design and construction also bolster expectations that new 
equipment will be in heavy demand for a good many years to come, 
for upon operating efficiency will depend the success of inter-carrier com- 
petition during the promised industrial activity ahead. Foregn demand, 
also, promises to continue in importance, as has been the case during 
war years. Destruction of railroad cars in Europe has been terrific in 
nearly all nations torn by war, and facilities for their replacement by 
local concerns have been equally disrupted. With foreign governments 
planning to spend huge sums to cure the deficiency and with domestic 
tailroads at home enjoying peak credit and resources, potentials for 
Pressed Steel Car are excellent. 


COMMENT: Recent retirement of funded debt and senior preference 
issues has improved the capital structure, although attended by some 
dilution of the equity shares, the authorized amount of which has been 
increased to 1,450,000. To provide additional working capital, a new 
issue of 120,000 $50 par 4!/4% convertible preferred has also been 
created. Relief from excess profits taxes is likely to reverse a slight down- 
ward trend in net for two years past, but in any event earnings have 
amply covered the 25 cents quarterly dividend on the common. At recent 
prices the yield of 4.1% seems attractive in view of promising potentials. 


MARKET ACTION: Recent price—24, compared with a high in 1945 
of 263% and a range in 1937 of high—3!% and low—5!/g. Cyclical 
volatility is strongly marked. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 
Dec. 31 Sept. 30 
1941 1945 








ASSETS Change 
Cash . 1.545 8.752 + 7.207 
Marketable securities . ane P — 0.291 
Receivables, net .... 2.024 1.632 — 0.592 
Inventories, net .... 6.496 §.272 — 1.224 
Other current assets. -440 2.741 + 2.301 
TOTAL CURRENT ASSETS 10.796 18.396 + 7.600 
Plant and equipment... 7.993 8.042 + 0.049 
Less depreciation 1.725 3.096 + 1.371 
Net property . 6.268 4.946 — 1.322 
Other assets . 9.847 1.785 — 8.162 
TOTAL ASSETS 26.911 25.127 — 1.784 
LIABILITIES 

Accounts payable 6.242 2.352 — 3.890 
Renegotiation refund ed 3.380 + 3.380 
Reserve for taxes -638 4.554 + 3.916 
Other current liabilities... 298 3.346 + 3.048 
TOTAL CURRENT LIABILITIES 7.178 13.632 + 6.454 
Long term debt... . 3.894 All — 3.477 
Reserves ; Sa aes big hsadene 322 + .322 
oe ior Nea eee secede ‘- -946 — 3.519 
urplus . ERE ae eh ee ‘ 9.771 6.622 
TOTAL LIABILITIES ... : oY 26.911 25.127 z 1.784 
WORKING CAPITAL 3.618 4.765 + 1.147 
Current Ratio = ikon 15 1.3 — 0.2 
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STANDARD Olt CO. OF INDIANA 
LINE = NET SALES BARS = NET INCOME 
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BUSINESS: A fully integrated and outstanding unit in the industry, with ’ 


a dominant position as to refining and marketing in the Middle West. 





Total daily refining capacity of a dozen large plants is 348,000 barrels _ 


of crude, and oil acreage owned amounts to over 9 million acres. 


OUTLOOK: A sharp decline in military demand is in large measure . | 
offset by heavy industrial and civilian needs for fuel, lubricants and .| 


gasoline. While an interim dip in volume is certain, chances that total * 


demand for petroleum products in 1946 may exceed the 1941 record by . | 


about 400,000 barrels per day are good, and due to its strategic location 


this concern should benefit importantly. By midyear, an increasing stream , | 
of new automobiles and trucks should make its appearace to bolster . | 


volume, and the trend towards increased mechanization of farm equip- 
ment, expansion of air transport and high industrial activity generally 
will lead to substantial demands for petroleum products in their numerous 
forms. Long distance traffic, so characteristic of the Middle West, en- 
hances potentials for high level sales for this concern, and output is dis- 
tributed in 39 states, through some 26,000 independent retail outlets 
which will contribute to support of a large volume. Substantial dividends 
received from ownership of 1,851,000 shares of Standard Oil Co. (New 
Jersey) add to the company’s normal income sources. Research in petro- 
leum chemistry, stimulated by wartime discoveries, promises to create 
numerous new uses for petroleum by-products in all industrial fields, with 
resultant promise of expanding sales. With working capital of some $182 
million, S. O. of Indiana is in strong shape to make the most of its 
unfolding opportunities. 


COMMENT: Relative stability of earnings and a long dividend record 
give the shares a high investment rating. Conservative policies have held 
distributions for the past three years to less than half of per share earn- 
ings, and more liberal treatment of share holders may develop as time 
passes, perhaps by increased extra dividends. At recent price, the yield 
of 3.8% is moderate but a price-earnings ratio of around 9.5 to | indi- 
cates potentials for further appreciation if net is well sustained. 


MARKET ACTION: Recent price—4!, compared with 1945 high of 
4454 and a range of high—50, low—26!/2 in 1937. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions} 

ASSETS Dec. 31 Dec. 31 

1941 1944 Change 
Cash 56 832 44.339 — 12.493 
Marketable securities 49.251 70.870 + 21.619 
Receivables, net 40.688 74.119 + 33.43! 
Inventories, net 108.169 107.979 — .190 
Other current assets .294 .275 — O19 
TOTAL CURRENT ASSETS 255.234 297.582 + 42.348 
Plant and equipment 803.818 992.574 + 188.756 
Less depreciation 373.684 453.222 + 79.538 
Net property 430.134 539.352 + 109.218 
Other asseis 118.114 108.887 — 9.227 
TOTAL ASSETS 803.482 945.824 + 141.342 
LIABILITIES 
Notes payable 7.625 12.120 + 4.495 
Accounts payable 21.369 55.912 + 34.543 
Reserve for taxes 37.154 46.612 + 9.458 
Other current liabilities 3.163 1.033 — 2.160 
TOTAL CURRENT LIABILITIES 69.312 115.678 + 44.366 
Minority interest 17.896 22.099 + 4.203 
Short term debt 13.475 11.241 — 2.234 
Long term debt 1.223 4.803 + 3.580 
Capital E 382.183 382.183 : 
Surplus ..318.452 409.882 + 91.430 
TOTAL LIABILITIES 803.482 945.824 + 142.342 
WORKING CAPITAL 185.923 181.904 — 4.019 
Current Ratio ___. ee 2.6 — tl 
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BUTLER BROTHERS 


LINE = NET SALES BARS ~ NET INCOME 
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BUSINESS: A long established Chicago wholesaler of dry goods, variety 
goods and general merchandise, selling by mail and by direct contact. 
Additionally, the company owns two chains of retail outlets operating 142 
stores, mainly in the Midwest, Southcentral and Southwestern sections of 
the country. 








OUTLOOK: Implementation of new policies continues to broaden sales 
potentials for this largest wholesaler of merchandise in its field. For half 
a century prior to 1928, the company had established a large clientele, 
mainly by mail, but thereafter began a more aggressive program which 
is still in process of expansion. Salesmen now originate the bulk of orders, 
and the company-owned retail stores have proved to be a profitable 
investment. In 1943, distribution was further facilitated by a new contract 
whereby a chain of 2200 variety and drygoods stores, known as Dis- 
tributor Stores, agreed to make all purchases from Butler Brothers. Pros- 
pects of expanding business are enhanced by maintenance of ware- 
houses in seven large cities from coast to coast, and by steady additions 
to the more than 20,000 items normally handled. Latterly, floor coverings 
have helped to swell volume, and to meet increasing demand for con- 
sumer durables, the company is now prepared to offer a broad line of 
refrigerators, radios and home appliances. While shortage of goods in 
1944 brought a volume dip of about $5 million from peak sales of $121 
million in 1943, increased supplies and additional lines may boost 1946 
sales to an all-time high. For 10 months of 1945, volume showed an 
upward trend. 


COMMENT: While the business of Butler Brothers is subject to cyclical 
influences which caused deficits for several years in the early 1930s, 
average earnings have been more than usually stable for many years 
past, permitting distribution of a liberal portion to shareholders. Refinanc- 
ing of the preferred stock at a lower rate in 1945 shaved prior charges 
and at midyear working capital had reached a peak of $29 million. Net 
profits for the first six months of 1945 were almost double the 30 cents 
per share dividend paid on the common during the half year, despite 
heavy excess profits taxes now eliminated. Prospects of expanding sales 
and wider profit margins appear bright. 


eng’ ACTION: Recent price—2534, compared with 1945-46 high 











of 2734. Range in 1937 was high—18!/4, low—5!/g. 
COMPARATIVE BALANCE SHEET ITEMS 
($ millions)) 
ec. 31 June 30 

ASSETS 1941 1945 Change 
Cash . . 2.423 5.514 + 3.09! 
Marketable securities cae 9.024 + 9.024 
Receivables, net . 11.107 10.484 — .623 
Inventories, net . 19.782 18.284 — .498 
Other current asse 1.118 — 1.118 
TOTAL ——* ASSETS 34.430 43.306 + 8.876 
Net property —_. 8.818 7.045 — 1.773 
Other assets . | sae 1.897 + .416 

a ae 52.248 f 
LIABILITIES wer 
Notes payable .. eae oer a pera 7.000 + 7.000 
a, payable and accruals. 8.603 4.317 — 4.286 

eserve for taxes . 2.805 4 
Other current liabilit : " 
TOTAL CURRENT LIABILITIES 14.122 + 3.190 
Other liabilities -361 + .07! 
Reserves _. 1.600 + 1.200 
Capital 27.172 + 7.822 
Surplus _ 8.992 — 4.053 
TOTAL LIABILITIES 52.248 + 8.219 
WORKING CAPITAL 29.183 + 5.685 

Current Ratio . i 3.0 — 2 























FEDERATED DEPARTMENT STORES, INC. 
LINE - NET SALES BARS ~ NET INCOME 
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BUSINESS: A holding company, owning control of several prominent 
department stores, including Bloomingdale Bros., Inc., William Filene’s 
Sons Co., Abraham & Straus, Inc., F. & R. Lazarus & Co., Foley Bros. Dry 
Goods Co. and John Shillito Co. 


OUTLOOK: No merchandising group has enjoyed a greater measure of 
expanding prosperity during recent years than department stores, and 
the outstanding gains achieved by the large and well established mem- 
bers of the Federated Department Stores family lend attraction to the 
holding company shares. Not only have earnings been relatively satis- 
factory in every year of the past fifteen, but net has trended consistently 
upward, especially in recent years. Prospects that this good record may 
show continued improvement are excellent, provided the national income 
is up to expectations, for deferred needs of the public are huge and 
buying power never was greater. Indeed, predictions are that 1946 vol- 
ume may beat all records for the department stores, with reappearance 
of consumer durable goods to supplement sales of soft goods which also 
are in heavy demand. In anticipation of increasing business, all the units 
of this holding company have laid plans for substantial expansion, while 
the parent concern has accumulated earnings and financed itself at low 
rates to acquire additional strong subsidiaries, should opportunity offer. 


COMMENT: During the year ended August 4, 1945, sales rose to an 
all time peak of $187.4 million compared with $103 million in 1937, 
although increased prices of ‘course accounted for part of the gain. Net 
per share of common in this same period rose from $2.37 to $4.32, after 
allowance for minority interests and heavy Federal taxes which were 
$15.7 million in 1945. Relief from excess profits in 1946 should substan- 
tially widen profit margins and if the expected volume gains develop, 
net for the approximate one million shares of common outstanding may 
warrant an improvement in the $1.50 dividend rate now in effect. 


MARKET ACTION: Recent price—59, compared with a 1945-46 range 
of high—59!/4, low—281/4. 1937 range was high—4334, low—1454. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions), 
an. 31 Aug. 4 

ASSETS 1942 1945 Change 
Cash 4.351 12.413 + 8.062 
Marketable securities 502 11.760 +11.258 
Receivables, net 17.284 10.238 — 7.046 
Inventories, net 16.331 22.724 + 6.393 
Other current asse -442 -768 + .326 
TOTAL CURRENT ASSETS 38.910 57.903 + 18.993 
Net property . 25.221 23.092 — 2.129 
Other assets 3.968 5.051 + 1.083 
TOTAL ASSETS 68.099 85.846 +17.747 
LIABILITIES 

Notes payable -400 pare — .400 
Accounts payable 4.230 6.260 + 2.030 
Reserve for taxes 3.504 3.052 — .452 
Other current liabilities 1.361 1.494 + .133 
TOTAL CURRENT LIABILITIES 9.497 10.806 + 1.409 
Long term debt of subsidiaries 10.980 16.000 + 5.020 
Reserves 825 995 + .170 
Minority interest 6.974 7.298 + .324 
Capital 20.011 22.256 + 2.245 
Surplus 19.812 27.492 + 7.680 
TOTAL 1.1AB LITIES 68.099 85.846 + 17.747 
WORKING CAPITAL 29.413 47.098 + 17.685 
Current Ratio ea 5.3 + 1.2 
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BUSINESS: Company manufactures a wide line of boiler equipment, oil 
refining machinery, air conditioning and cooling equipment. 


OUTLOOK: Major factor in the post-war outlook for Foster Wheeler is 
the large potential demand for oil refining and drilling equipment. It has 
been estimated that requirements will run into some $400 million over 
the next several years. Large scale industrial and public utility plant 
expansion and rehabilitation are likewise promising factors in the com- 
pany’s prospects, presaging a heavy demand for steam generating ma- 
chinery, pumps, fuel systems, etc., all of which Foster Wheeler is able to 
supply. It is also expected that export demand for these products will be 
sizeable. Plants abroad are operated by subsidiaries in Canada and 
England. Nature of the business is such that sales and earnings are 
closely geared to that of general industrial activity, resulting in excep- 
tionally wide fluctuations between good times and bad. Deficits, after 
allowance for preferred dividends, were shown in three out of the five 
years prior to 1941, while for the four-year period, 1941-1944 inclusive, 
common stock earnings averaged $5.80 a share annually. Reflecting the 
sharp reduction in war work, earnings last year were probably not more 
than $3 a share for the common. Currently normal domestic demand will 
take up a part of the slack and will be augmented by a considerable 
savings in taxes. Had the current tax rates been in effect last year, 
earnings in the first six months would have been close to an estimated 
$6 a share, instead of the $2.38 a share reported. 


COMMENT: Including a 50-cent extra, dividends on the common totalled 
$1.50 a share in 1945. The probability that current dividends will at 
least equal this amount appears well founded. There is no funded debt, 
the only capital issue prior to the 284,984 shares of common being 80,412 
shares of 6% prior preferred stock ($25 par), This capital set-up tends 
to impart considerable leverage to the common, reflected in rather wide 
market fluctuations. Finances have been considerably strengthened in 
recent years. Shares are not of investment caliber but have considerable 
speculative promise. 


MARKET ACTION: With a 1945 price range of 44!/,—25, and a net 
gain of I! points for the year, the shares, even at their high, were still 
about ten points under their 1937 high. Recent price around 39 would 
seem to be a conservative appraisal of current prospects. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 
ec Dec. 31 
ASSETS 1941 1944 Change 
Cash 987 6.277 + 5.290 





Marketable securities ee LT cs ‘023 4.000 + 3.977 
Receivables, net e 
















a as, 6.754 + .699 
Other current assets. bees 520 + .203 
TOTAL CURRENT ASSETS... 25.700 +12.917 
Plant and equipment... 7.617 + .885 
Less depreciation ....... 4.261 + 1.024 
Net property 3.356 — .143 
Other assets 2.156 + 1.428 
TOTAL ASSETS 31.212 + 14.206 
LIABILITIES 

Notes payable . eartuee a2 > eee — .600 
Accounts payable and accruals... 2.238 4.644 + 2.406 
Reserve for taxes soa pes 2.774 9.779 + 7.005 
Other current liabilities. s 2.656 3.855 + 1.199 
TOTAL CURRENT LIABILITIES. 8.268 18.277 + 10.009 
Reserves ... ikea .072 sid — .072 
Capital - ; 4.254 4.860 + .606 
Surplus ie aaa neal! . 4.413 8.075 + 3.662 
TOTAL LIABILITIES 17.006 31.212 + 14.206 
WORKING CAPITAL .. sabes mS 4.515 7.423 + 2.908 
Current Ratio rey ARS 1.4 — .!| 
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BUSINESS: Output of Wheeling Steel, one of the smaller steel manu- 
facturers, consists principally of the lighter type of steel products, most of | 
which are closely identified with consumer goods consumption. 


OUTLOOK: In the main, the automobile, container, building and agri. | 
cultural industries afford the principal outlets for company’s production. | 
although an extensive list of galvanized products such as pails, shovels 
etc., are marketed directly to consumers. Potential demand from these | 
sources is considerable and should go a long way toward enabling | 
Wheeling to make a good peacetime showing. With only a compara | 
tively small number of common shares outstanding, per-share earning: | 
during the war years, 1941 through 1944, were substantial having aver | 
aged better than $6.30 a share annually. During this period, however | 
dividends have been conservative, working capital has been enlargec 
and expenditures totalling more than $26 million were made for addition 
to property, while outlays for maintenance and repairs were in excess 0 
$40 million. This should make for lower costs and increased efficiency ove 
the months ahead. Further, long term debt which totalled nearly $35 mil 
lion at the end of 1931 has been cut to $29 million. Fixed charges hav: 
likewise been reduced. In the first nine months of 1945, sales were abou 
$10 million ahead of the same period in 1944, and net income was equa 
to $3.61 a share for the common, comparing with $3.13 a share in the 
earlier period. For all of 1945, earnings probably compared favorablh 
with the $4.51 figure for 1944. Excess profits taxes paid in 1944 wer 
equal to more than $3.80 a share, and were only moderately less las 
year. 

COMMENT: Dividends at the rate of $).50 annually, which have bee 
in effect over the past four years are sufficiently conservative to provid 
considerable assurance as to their continuance. There is $24 million 
funded debt and $5 million bank loans outstanding, together with 363,16 
shares of $5 convertible prior preferred stock. The 569,559 shares c 
common are thus provided with a considerable leverage factor. Settle 
ment of the current wage controversy in the steel industry is likely to b 
accompanied by compensatory price increases to maintain margins. Wit 
postwar steel demand high, the earnings outlook for the coming boor 
period is promising. 


MARKET ACTION: The 1945 high of 47% compares with the high « 

65 reached in 1937 and the price-earnings ratio indicated by the recer 

price around 45 appears reasonable in relation to current standards. 
COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 





ASSETS 1941 1944 Change 
Cash ; . 2.485 3.919 + 1.434 
Marketable securities sitllahegietnablbiniiiagiiematas 14.139 + 8.139 
Receivables, net : 8.911 — 1.241 
Inventories, net 32.305 — 1.651 
Other current assets. —— 364 + .364 
TOTAL CURRENT ASSETS. 59.637 + 7.044 
Plant and equipment... 141.823 + 9.044 
Less depreciation 71.566 + 13.184 
Net property i 70.257 — 4.140 
ones ane 5.990 + .119 
7 ASSETS 135. 

LIABILITIES a iia 
Accounts payable and accruals 7.202 + 2.163 
Reserve for taxes 1.184 — 1.004 
Other current liabilities 2.277 + .477 
TOTAL CURRENT LIABILITIES 10.663 + 1.636 
Long term debt ; 31.200 — 3.600 
Reserves 2.422 — .168 
—— saci 64.794 — .128 
urplus 26. 

TOTAL LIABILITIES. 138,984 Hi 3003 
WORKING CAPITAL _ 48.975 5.410 
Current Ratio pies 5.6 Any 





























CLUETT, PEABODY & CO., INC. 
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| BUSINESS: Cluett, Peabody is a leading manufacturer of men's shirts 
| and haberdashery, and ownership of Sanforizing process to control shrink- 
age is source of large royalty income. 


OUTLOOK: The large accumulated demand for men's shirts, underwear, 
etc., should find reflection in company's sales and earnings, once grey 
goods and broadcloths are again in normal supply. That time does not 
appear to be far distant. This same factor promises also to add appre- 
ciably to royalty income derived from use of company's Sanforizing 
process. The latter has made increasingly important contributions to 
earnings in recent years. In 1944, for example, it accounted for net in- 
come of $3.6 million out of a total of $5.1 million, before taxes. Short- 
ages of materials, ceiling prices and higher costs during the war years 
worked to the detriment of manufacturing profits. Average earnings for 
the five-year period, 1940-1944, were equal to $3.25 a share, and in 
1944 amounted to $2.51. Some improvement was shown last year and it 
is estimated that per-share earnings were close to $3. With the war born 
difficulties largely eliminated this year, there is the additional potential 
of expanding the application of Sanforizing to synthetic fibres such as 
rayon. Possibilities in that direction appear virtually unlimited should the 
process prove successful. Company's employees have been granted wage 
increases and labor difficulties are not likely to be encountered in the 
near future. Elimination of EPT will save about $1.50 a share annually. 


COMMENT: Non-current notes payable totalling $2,250,000 at the end 
of last June and 33,970 shares of 7% preferred stock are the only capital 
obligations preceding the 677,844 shares of common. Cash alone was 
sufficient to meet all current liabilities, and working capital amounted to 
more than $18 a share after allowance for prior obligations. Affording a 
yield, at 53, of about 3.8 per cent, based on a $2 dividend, the shares 
are attractive for income, plus the promise of considerable current im- 
provement in earnings. 


MARKET ACTION: Current highs around 53!/2 have more than doubled 
the 1929 high of 24!/4, and compare with the 1937 high of 327. Current 
appraisal, however, recognizes that postwar earnings will undoubtedly be 
substantially larger than those for either of the earlier periods. 


COMPARATIVE BALANCE SHEET ITEMS 


($ millions) 
D 















































ASSETS 1941 1945 Change 
TS SUE ae eee See 4.811 a- 3,932 
Marketable securities ere | 2.542 + 1.385 
Receivables, net es 3.622 — 1.415 
Inventories, net et : _ 10.037 11.403 + 1.366 
TOTAL CURRENT ASSETS... «7.810 22.378 + 4.568 
Plant and equipment 8.305 10.020 + 1.715 
Less depreciation ae 5.453 6.900 + 1.446 
Net property on aie 3.121 + .269 
Other assets . Ponerinae A -409 — .207 
TOTAL ASSETS 21.278 25.909 + 4.631 
LIABILITIES 

Notes payable . 375 + .375 
Accounts payable and accruals. ae .714 — .389 
ee, a ._. 2.094 2.654 — .240 
Other current liabilities 554 966 + .412 
TOTAL CURRENT LIABILITIES. 4.551 4.709 + .158 
Other liabilities ‘ 160 — .014 
Short term debt 2.250 + 2.250 
Reserves _.._. -422 + .122 
Capital es See 7.803 : 

Surplus F 10.564 + 2.114 
TOTAL LIABILITIES 21.278 25.909 + 4.631 
WORKING CAPITAL 13.259 17.670 + 4.421 
Current Ratio 3.9 4.7 + 0.8 
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LEHIGH PORTLAND CEMENT CO. 
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BUSINESS: Lehigh Portland Cement is one of the country's leading pro- 
ducers of cement, and is estimated to account for 10 per cent of total 
production. 


OUTLOOK: Curtailment of public works projects and highway construc- 
tion during the war resulted in a severe contraction in cement sales, a 
condition which produced progressively lower earnings for Lehigh Port- 
land. The current outlook, however, is for appreciable improvement. This 
year, and for several subsequent years, the cement industry will not only 
have the benefit of large scale construction, both industrial and public, 
but will not have to worry too much about foreign competition. The latter 
factor should be of particular benefit to Lehigh, which markets the bulk 
ot its output in the East where competition with the imported product has 
been particularly keen. Company has a rated capacity of 22 million 
barrels annually and plants are among the lowest cost producers in the 
industry. Plants are located to permit effective competition in the East, 
Middle West and Southeastern markets. Under normal conditions, earn- 
ing power has been good and in the five pre-war years, 1936 through 
1940, profits averaged somewhat better than $2 a share for the common 
stock. With the benefit of stable prices, this average is likely to be sub- 
stantially improved upon in the immediate postwar years. In 1936, the 
best of the prewar years, earnings after preferred dividends were equal 
to $2.91 a share and dividends totalled $2. That the showing this year 
will be as good, if not better, on both scores would not seem to be 
stating the prospects too optimistically. 


COMMENT: Preferred stock was called last June. Most holders elected 
to convert into four shares of common, increasing the latter to 950,780 
shares. There is no funded debt. Earnings last year probably fell some- 
what short of the $1 dividend which, however, is safeguarded by an 
exceptionally strong liquid position. At the end of 1944, cash and Gov- 


“ernment securities were equal to more than $8 a share, while working 


capital was equal to more than $13 a share. Supported by the rather 
well defined prospect of improved earnings and larger dividends, the 
shares, at recent levels around 40, are reasonably priced. 


MARKET ACTION: The high of 44 last year compared with the 1937 
high of 51'/, and for all of 1945 the shares registered a net gain of 
9 points. 


COMPARATIVE BALANCE SHEET ITEMS 















































($ millions) 

ASSETS Dec. 31 

ash ... pase eee 1944 Change 
Marketable securities . 3.572 —. 
Receivables, net . 5.822 + 1.080 
Inventories, net 1.336 438 — .898 
TOTAL CURRENT ASSETS... a 3.907 — .165 
Plant and equipment. 14.330 13.739 — 59! 
Less depreciation 48.054 47.057 — .997 
Net property 24.454 27.518 + 3.264 
Other assets ~ 23.600 19.540 — 4.060 
TOTAL ASSETS 1.886 5.764 + 3.878 
LIABILITIES 39.816 39.043 — .773 
Accounts payable and accruals. = 983 456 — .507 
Reserve for taxes 2.092 -732 — 1.360 
Other current liabilities... == 880 Fone — .360 
TOTAL CURRENT LIABILITIES... 3.415 1.118 — 2.227 
Short term debt pekie ae sais 
Long term debt emcee ae cbse 
Reserves 1.096 1.087 — .009 
— « : pe 24.144 aan 
urplus . 162 12.624 J 
TOTAL LIABILITIES RAEN 04: = . 
WORKING CAPITAL 10.915 12.552 + 1.637 
Current Ratio 4.2 11.6 + 7.4 
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KIMBERLY-CLARK CO. 


LINE = NET SALES BARS = NET INCOME 
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BUSINESS: Primarily a leading manufacturer of book and magazine 
papers, Kimberly-Clark has successfully expanded its field to include 
paper specialties such as wadding, sanitary tissues, and building papers. 


OUTLOOK: Relieved of wartime restrictions and pulp shortages, all divi- 
sions of the paper industry will experience a marked gain in demand and 
output in 1946. This will be particularly true in the case of fine book and 
magazine papers, to the benefit of Kimberly-Clark. Moreover, the com- 
pany will be further benefited by the larger available supplies of such 
specialty products as Kotex and Kleenex which have established a market 
of considerable size. Ownership of a Canadian pulp and newsprint pro- 
ducer is shared with the New York Times, which together with substantial 
timber reserves supply about 50 per cent of the requirements of five large 
plants, located in New York and Wisconsin. Research is an important 
phase of Kimberly-Clark’s activities, the success of which has reduced the 
dependence upon the less stable divisions of the industry and ironed out 
fluctuations in earnings. Average net available for the common shares, 
1936 through 1940, was equal to $3.13 a share, while the four war years, 
1941-1944, showed an annual average of $3.44. The company’s wartime 
showing, made in the face of restricted supplies, manpower shortages 
and excess profits taxes which amounted to $3.66 a share in 1944, must 
be considered as exceptionally good. Profits last year were probably 
equal to between $3 and $3.25 a share and well in excess of dividends 
totalling $2 a share. A postwar expansion program has been started 
which will greatly add to capacity. 


COMMENT: Financing arrangements have been concluded which will 
realize $20 million, half of which will be used to retire outstanding 
securities and the balance for expansion. Ahead of the 599,600 shares 
of common stock are 102,424 shares of $4.50 preferred. The indicated 
yield of 3.3 per cent on the common at 66 is not out of line in the present 
market, and might well be enhanced by a larger dividend this year. 
Prospects support such a possibility. 


MARKET ACTION: The well defined promise in this situation has not 
gone unrecognized marketwise and the 1945-46 high of 67 is also an 
all-time high, comparing with the 1929 high of 573g and the 1937 high 
of 4634. Justification of present levels, however, appears substantial. 


COMPARATIVE BALANCE SHEET ITEMS 



























































($ millions) 
Dec. 31 Dec. 31 

ASSETS 1941 1944 Change 
Cash 1.409 4.977 + 3.568 
Marketable securities 1.059 4.531 + 4.472 
Receivables, net 3.610 3.814 + .204 
Inventories, ‘net 8.166 6.956 — 1.210 
TOTAL CURRENT ASSETS... 14,244 20.278 + 6.034 
Plant and equip ae 44.425 45.525 + 1.100 
Less depreciation 16.894 20.974 + 4.080 
Net property 27.531 24.550 — 2.981 
Other assets and invest ft 14.613 16.698 + 2.085 
TOTAL ASSETS 56.388 61.526 + 5.138 
LIABILITIES 

Notes payable 1.000 1.000 rile, 
Accounts payable and accruals. COE > 2.225 + .486 
Reserve for taxes. 2.875 1.274 — 1.601 
Other current liabilities. 251 408 + .157 
TOTAL CURRENT LIABILITIES__§- Ss 5.865 907 — .958 
Long term debt. 9.500 9.500 we 
Reserves 582 882 + .300 
Capital 29.497 32.241 + 3.744 
Surplus 10.943 13.996 + 3.053 
TOTAL LIABILITIES 56.388 61.526 + 5.138 
WORKING CAPITAL 8.378 15.371 + 6.993 
Current Ratio 2.4 4.1 + 1.7 
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BUSINESS: C. & O. Ry. operates about 3100 miles of road extending 
from Chicago in the West to the Atlantic seaboard at Newport News, as 
well as tapping many other important cities within its territory, including 


Toledo, Ohio. 


OUTLOOK: Due to its strategic location, with main mileage in the 
heart of the coal fields of West Virginia and Eastern Kentucky, this rail- 
road for many decades past has enjoyed a unique operating advantage 
which is likely to continue for a long time to come. With spurs to 238 
mines in the famous Pocahontas region, C. & O. originates more bitu- 
minous coal tonnage than any railroad in the world, a major portion of 
which is delivered to consumers’ markets on its own tracks. Future pros- 
pects for continuation of a long sustained and relatively stable earning 
power are enhanced by the fact that about 60% of C. & O.'s coal is 
consumed by public utilities and other users resistant to periodic cyclical 
influences. While merchandise and passenger traffic additionally provide 
important revenues, main reliance upon coal is an encouraging factor 
because danger of growing competition from airplanes and trucks is 
almost absent. By carrying immense tonnages, even at very low rates, an 
economy of operation has been achieved which is likely to be repeated 
indefinitely in years ahead. When and if the promised industrial boom 
gets under way, gross revenues of this carrier should continue to be 
highly satisfactory. 


COMMENT: With a conservative capitalization, large debt reduction in 
recent years and the elimination of excess profits taxes (equal to about 
$3 per share in 1944) chances that the regular dividend of $3 per share 
paid for the past five years will be amply earned in the future are 
strong, although continued payment of extras distributed during this 
period will depend upon developments. Based on the $3 dividend rate 
alone, a yield of 5.4% is obtainable at recent prices for the equity 
shares; average earnings for the past 19 years have exceeded $4 per 
share. In only two years of the past three decades has C. & O. failed to 
make distributions to its common shareholders. 


MARKET ACTION: Recent price—55!/2, compared with a 1945-46 range 
of high—5854, low—475. Price range in 1937 was high—687%, low—31. 


COMPARATIVE BALANCE SHEET ITEMS 















































($ millions), 
ec. 31 Aug. 31 

ASSET 1941 1945 Change 
Cam ....... = ————— a 46.461 + 6.586 
Marketable securities a 9.300 + 2.320 
Wecewanres, 000 $2. 6.833 + 4.410 
Inventories, net i 9.816 + 3.024 
Cree crane anette 2.147 — 2.455 
TOTAL CURRENT ASSETS... Es. 72 74.557 + 13.885 
Plant and equipment. 583.238 620.908 + 37.670 
Less depreciation 111.308 141.503 +30.195 
Near pepe Cee «6 + 7.475 
Inv. in affiliated companies... 74.366 64.979 — 9.387 
Other assets 28.784 66.839 +38.055 
TOTAL ASSETS 635.752 652.102 + 16.350 
LIABILITIES 

Accounts payable and accruals. =. ae 12.971 + 4.580 
Reserve for taxes 13.686 49.551 +35.865 
Other current liabilities 8.971 11.893 + 2.922 
TOTAL CURRENT LIABILITIES. ance | 74.415 +43.367 
Other liabilities 7.971 6.720 — 1.251 
Long term debt 220.34 209.717 —10.628 
Reserves 32.195 16.391 —15.804 
Capital 206.748 191.433 —15.315 
Surplus 137.405 153.426 + 16.021 
TOTAL LIABILITIES 635.752 652.102 + 16.350 
WORKING CAPITAL 29.624 141 —29.483 
Current Ratio 1.9 1.0 — 2 
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UBSTANTIAL orders for new 
locomotives in recent months 
have provided encouraging news 
for shareholders in this indus- 
try, as well as built up an im- 
pressive backlog for the leading producers of rail- assume huge proportions, and as locomotives in- 
road equipment. Because the two strongly estab-  volve special designing, tailor-made construction and 
‘lished competitors discussed in this study handle are the most costly of all forms of railway equip- 
a large share of this specialized business, differ ment, time and a lot of money is required for their 
_ only slightly in size and enjoy above-average po- production. Equally well assured is a large volume 
tentials for postwar prosperity, a natural question of domestic orders, because for a decade prior to the 
‘arises as to the relative merits of their equity war, the nation’s railroads had deferred purchases 
.issues, priced not far apart. To find an answer, of much needed equipment and under the wear and 
we will attempt to explore the record, present status tear of record traffic during the past four years, re- 
and prospects of the two concerns. placement of long obsolete engines has become a 
‘ Jn contrast to lean periods in the past when for vital necessity. 
‘years at a time lack of orders put locomotive build- Thus while American Locomotive Co. and Bald- 
‘ers flat upon their backs, termination of the war win Locomotive are engaged in what is normally 
, finds these manufacturers emerging from four years one of the most volatile enterprises they appear 
‘of very profitable activity into what may prove headed for another long succession of good years 
‘to be a good many years of even greater prosperity. such as occurred in earlier decades of their long 
‘Certain it is that foreign demand to rehabilitate history. This time, moreover, their treasuries are 
and expand transportation in war-torn nations must swollen with peak amounts of working capital, their 
' plants are enlarged and modernized as 
‘ never before, assuring an ease and effi- 
ciency of operations which will stand 
them in good stead when it comes to 
tackling the big job ahead. And what’s 
more, the railroads themselves are flush 
with spending money; as to foreign or- 
ders, they will be largely Government- 
financed, thus no credit risk is involved. 
. Lest the foregoing comments may 
300 BALDWIN LOCOMOTIVE ——- sound a bit on the over-optimistic side, 
AC™~ — it is well to realize that foreign demand 
a . alone for a number of years should 
create an order volume even more im- 
pressive than latent potentials here at 
home. Destruction of railway equip- 
ment in Europe was huge, not to men- 
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tion depreciation of motive power on an 
unparalleled scale. It is estimated that 
present European needs for locomotives 
exceed 10,000 units, and that during 
the next few years double this number 
may be required. Dependence upon ade- 
quate transportation is a basic factor 
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in every national recovery program, and in some 
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countries like Russia and China, vast railroad 














expansion is planned, Funds with which to pur- 
chase locomotives, therefore, rank near the top 
in figuring government budgets and now that 
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ample international credits appear certain, a [— 


flood of equipment orders has already begun to 
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—the logical and predominant source of supply. 





Domestic Demand Potentials 








Although domestic orders for locomotives may 
not appear with speed and volume equal to those 
from abroad, signs indubitably indicate that 
they are bound to become quite expressive. At 




















the time of Pearl Harbor, the majority of loco- 
motives in the country were more than a quarter 
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ingly, under any economic conditions which 12 


postwar may produce, replacements of worn out 
locomotives must be undertaken on a broad scale 
without undue delay; increased competition from 
commercial aviation and trucking should accelerate 
this trend. This approaching battle for transporta- 
tion supremacy will be decided mainly by cost 
factors—in turn dependent in large measure upon 
speed, efficiency and relative economy of engine 
equipment. Research and experimentation during 
war years have made strides in producing improved 
motive power, alike in the fields of steam, turbines 
driven by gas and petroleum fuels, and combined 
gas-electric units. While initial expense for these 
gigantic locomotives is high, sometimes topping 
half a million dollars, tests have proven their operat- 
ing economy in more than one way. This fact as- 
sures their adoption for competitive reasons, for 
the railroads’ financial ability to acquire them is 
at an historical high level. 

When it comes to producing steam locomotives, 
the competitive position of ALCO and Baldwin 
is so strong that they have little to fear from other 
concerns. Indeed, with large facilities and long es- 
tablished engineering experience, there is little choice 
between the two in the scramble for volume 
and to assure deliveries both are likely to be 
kept exceedingly busy. This is not to imply 


not share in the prospective pie, but rather to 
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that competitors such as Lima Locomotive will _ |mensz 
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ing potentials for Diesel power but also reveal that 
in over-all locomotive production, ALCO has had a 
larger share than Baldwin for several years past. 
Glancing back a full decade, this fact seems to be 
similarly established. For some reason, however, 
Baldwin in highly depressed years such as marked 
the early 1930s had slightly the better of the situa- 
tion, never failing in any year to land at least some 
business, whereas in 1932, for example, ALCO did 
not produce a single locomotive. Highlighting the 
traditional depths to which locomotive production 
can fall in dull times, total units produced by Bald- 
win in the four year period 1932-35 were only 118 
and by ALCO, 84. 

As can be readily imagined, the impact of pro- 
longed shrunken volume in depression years was 
severe upon both concerns, and as subsequent steps 
taken to alleviate the strain have an important 
bearing upon the current status of each, the record 
warrants closer inspection. We will take Baldwin 
Locomotive first, as its readjustments were more 
complex. Drastic decline in earning power of this 
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indicate that satisfactory volume should accrue 
to most concerns in this highly specialized field. 














The Diesel Field 











Although Electro-Motive Corporation (Gen- 
eral Motors) is the dominating factor in the 
railroad—Diesel locomotive market, both ALCO 
and Baldwin have been successfully invading this 
field. Diesel power has made increasing gains 
over steam for freight and switching purposes 
while expensive diesel-electric engines for trans- 
continental luxury trains have demonstrated a 
superlative value. During the 1941-44 period, 
ALCO produced an annual average of 346 loco- 
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motives of all types, of which 259 were diesel 
powered, while relative figures for Baldwin were 
277 and 138 respectively. These figures not only 
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show that both concerns are alive to the grow- 
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concern following the collapse of the 1929 boom 
was not entirely due to atrophy in the locomotive 
business, for in line with wise policies leading to 
diversification, the company had acquired substan- 
tial interests in non-locomotive enterprises such as 
Midvale Steel Co., General Steel Castings Co., Fed- 
eral Steel Foundry Co. and De La Vergne, Inc., all 
of which were subject to depression influences, al- 
though in lesser degree than the parent company. 

When net earnings dried up for several suc- 
cessive years, Baldwin defaulted on its outstand- 
ing bonds, and arrears on its preferred stock issued 
piled up. Consequently, the company took the bull 
by the horns and effected a complete reorganization 
under the Federal Bankruptcy Act in 1935-37. Ar- 
rears on the preference shares were gradually 
cleared up by delivery of new common stock and 
warrants permitting purchase of additional amounts 
of the equity issue until September 15, 1945, at 
a price of 15, and the par value of the 7% pre- 
ferred was reduced to 30 from 100. Default on the 
6% bonds also was compensated for by delivery 
of both common stock and warrants, and as mat- 
ters stand today none of this funded debt remains 



















































































Comparative Statistical Data 
(Figures in $ million—unless otherwise indicated)! 
American Baldwin 
CAPITALIZATION—See Note Locomotive Locomotive 
Preferred stock at market $23.750 $ 3.260 
Common stock at market. 68.494 63.769 
Number of shares (in thousands)... - 1,779 1,875 
Recent price 38l/, 34 
Total capitalization at market cccccccnnmne . 92.244 67.029 
Long term debt None None 
INCOME ACCOUNT: 12/31/44 12/31/44 
Sales E $312.722 $225.725 
Depreciation and amortization... cccnncn- 2.418 2.318 
Taxes . 21.895 31.250 
Preferred dividend requirements... 2.342 163 
Balance for common 6.322 5.101 
Operating margin ......... 9.8% 15.8% 
Net profit margin 2.775 2:3 Fo 
% earned on total capitalization**. 15.2% 10.9% 
Earned on common, per share... . $4.58 $3.81 
Earned on common, % of market price... 12.0% 11.2% 
1936-43 average earnings per share... $ .64 $1.22 
dto., % of market price 1.6% 3.6% 
Dividend rate $1.65 $1.50 
Dividend yield _. 4.2%, 4.4%, 
BALANCE SHEET: 6/30/45 12/31/44 
Cash assets $35.535 $15.350 
Receivables, net 14.967 21.137 
Inventories, net 39.573 24.178 
Current assets 90.075 60.665 
Current liabilities 51.671 43.498 
Net current assets 38.404 17.167 
Fixed assets, net 22.682 32.307 
Total assets 142.301 95.584 
Current asset value, per share*__. $41.75 $43.53 
Book value, per share 21.25 36.60 
Net current asset value, per share*_.._.._ 4.30 11.07 
Cash asset value, per share. 25.75 11.45 
RATIOS: 
Current ratio 1.7 1.4 
Inventories, % of sales 12.6% 10.7% 
inventories, % of current assets... 43.9% 40.0% 
Depreciation, % of gross fixed assets... =3S§ «4.3% 3.8% 
Sales, % of total market value of common... 460.0% 352.7% 
Price earnings ratio 8.4 , 89 
*—After allowing for senior securities. 
**—After provision for taxes. 
NOTE: Capital changes, to date, are herein reflected; however, in- 
4 acta and balance sheets do not reflect changes 
in ; 




















outstanding in the hands of the public, As a result 
of wartime prosperity which pushed quotations for 
the equity issue up above 30, all but:a minute frac- 
tion of the shares available for the warrants were 
subscribed for by the expiration date, lifting the 
outstanding number of shares to 1,875,000 as 
against 1,338,000, approximately, at the end of 1944. 
While dilution of the equity has occurred, to be 
sure, some $9 million of new cash has thus been 
attracted to bolster 1945 working capital. Only 
77,633 shares of $30 par 7% preferred now stand 
ahead of the common in the revised capital struc- 
ture, and the preferred dividend charges amount 
to only $161,000 per annum. All in all, the present 
capital structure of the company has become the 
soundest in its history. 


Depression Record 


American Locomotive Co., during depression 
years, coasted along in the face of operating def- 
icits in all but two periods between 1931 and 1939. 
To effect necessary bookkeeping adjustments, par 
value of the common stock was reduced from $50 
to $5 per share in 1933, and in 1943 the value was 
again changed to no par. By this latter year, arrears 
on the preferred had risen to $42.75 per share and 
for an eleven year period no distributions had been 
made upon the common. To clear the decks, accord- 
ingly, a recapitalization was arranged by which 
the number of authorized common shares was in- 
creased to 1,382,382 shares from 770,000; and 
351,961 shares of 7% $100 par preferred, with a 
bonus of 134 shares of common to eliminate arrears 
on each share of old preference stock, were issued 
in exchange for the latter issue. In October, 1945, 
the company sold to bankers 400,000 shares of com- 
mon stock which were publicly offered at 36 per 
share, and from the proceeds redeemed 124,601 
shares of its preferred. Currently, therefore, the 
capitalization consists of the following outstanding 
shares—7% preferred, 200,000 shares of $100 par 
and 1,779,076 shares of common, the latter recently 
given a $1 par value. Thus numerically the equity 
shares of both ALCO and Baldwin have close simi- 
larity, but preferred dividend charges of the former 
amount to $1,400,000 per annum against $161,000 
for Baldwin. 


As to facilities and experience, there is little 
choice between the two eoncerns. While reference 
to the appended statistical table will disclose fixed 
assets of $22.6 million for ALCO compared with 
$32 million for Baldwin, ALCO on more than one 
occasion has made downward revaluations of prop- 
erty account in addition to normal depreciation. 
Original valuation of properties owned by each 
concern was around $60 million; both have large 
plants strategically located throughout the United 
States and in Canada, and are in a position 
to turn out a large volume of products. Although 
in late years ALCO has produced more locomotives 
than its rival, fact is that since its beginning way 
back in 1931, Baldwin has produced more than 
62,000 locomotives, or more than 23,000 in excess 
of the number now upon American rails. While 
ALCO is primarily a producer of locomotives and 
at its corporate start nearly half a century ago 
consolidated the long established businesses of 
numerous independent engine manufacturers, it is 
not without import- (Please turn to page 478) 
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...from unused inventory reserves 
By STANLEY DEVLIN 


N celebration of the first Christmas to greet the 

nation since Pearl Harbor, the public indulged 
in a buying spree which lifted December sales of 
retailers to new all-time heights. According to pre- 
liminary estimates, volume of New York’s depart- 
ment stores, for instance, topped 1944 business for 
the holiday month by some 17%, and gains for the 
entire year continued the sharp uptrend which has 
been expressive for almost five years past. While 
these reports furnish warranted optimism that 1945 
net earnings for the merchandisers may prove grati- 
fying in the light of forthcoming annual statements 
soon to appear, the record liquidation of goods could 
also make for accounting adjustments which in- 
directly might pave the way for more liberal divi- 
dend distributions this year, in some cases. 

One of the first and most persistent worries of 
all business managements at the outbreak of war 
was the question of inventory status which might 
develop at the termination of hostilities and the 
obscurity of replacements in early postwar. Nor did 
the experience gained in subsequent years of the 
war tend to make conservative retailers less cautious 
as time went on. Public purchasing power and will- 
ingness to buy rapidly increased, to be sure, but 
major changes in the character and quality of avail- 
able goods created unprecedented problems for the 
buying departments of stores by enforced abnormal 
reliance upon luxury goods or upon makeshift items 
obtainable as substitutes for regular peacetime re- 
quirements. This could lead to trouble. 
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The fear naturally was that with the end of the 
war, buying power of the public might shrink 
drastically and suddenly, and that deflation rather 
than inflation might disrupt the price structure. 
Moreover, along with a rapid reappearance of normal 
peacetime goods, chances that less desirable sub- 
stitutes might go begging or that demand for costly 
luxury items might vanish in thin air, were poten- 
tials that could not be overlooked, for serious in- 
ventory losses could develop if a merchandiser got 
caught with large stocks of unwanted or over-priced 
goods. On the other hand, the disparity between de- 
mand and supply of any and all kinds of goods in 
wartime created a seller’s market of increasing 
dimensions, as previously mentioned, so that the 
temptation to stock up heavily was not only irre- 
sistible but rational, as time amply proved. 

Although courageous merchandising policies en- 
abled the retailers to reap a harvest and incidentally 
to reduce inventories to record low levels at just 
the time of year when shelves are cleared tradition- 
ally to the greatest extent, many a concern had made 
substantial provisions annually since 1941 to safe- 
guard its position had developments been less satis- 
factory. In numerous instances net earnings as re- 
ported to stockholders had experienced prior deduc- 
tions to bolster reserves for possible inventory de- 
preciation or to provide for unpredictable postwar 
contingencies which might include potential losses 
of this kind. 

In many instances, thus fairly heavy reserves for 
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Inventory and Other Reserves of 
Leading Merchandising Companies 
: —lIn Millions of $— 
Postwar Adj. 
Inventory or Reserves 
Res. Contingent Res. Per Share 
Allied Stores 500 $ .28 
Associated Dry Goods 1.200 2.00 
Chicago Mail Order : 309 89 
City Stores a .620 5 
Craw:ey Milner .350 1.03 
Endicott Johnson 3.476 2.288 16.69 
Fair (The) -450 1.21 
Gimbel Bros. ; 2.500 2.55 
Grant (W. T.) .370 16 
Green (H. L.) . 500 84 
Kresge, S. S. . 3.180 500 .67 
Kress, S. H. Se ee fee .250 | 
Marshall Field _... vinioos | (ROO bas 3.09 
May Dept. Stores. 5500 2.23 
Macy (R. H.) & Co. a py ties 3.750 2.26 
McLellan Stores 164 .22 
Montgomery Ward & Co... 16.000 neo 3.07 
Mornyet: Gate 1.838 3.83 
National Dept. Stores......... ae Ape 1.000 1.98 
Sears Roebuck & Co.......... Bas! Wide 28.500 1.21 
Selby Shoe Co. pele, Whats 655 » 2.84 
Spiegel 1.000 500 Bb 











inventory losses and other possible postwar con- 
tingencies were charged against earnings during the 
war years and were therefore without effect upon 
a company’s tax liability during those years. There 
is consequently no necessity at this time to recom- 
pute previous years’ earnings and taxes. With the 
potential danger of drastic postwar inventory losses 
now substantially alleviated, it is to be assumed 
that the majority of those companies which set 
up such reserves may elect to transfer them to 
surplus account. 

To that extent there will be an addition to the 
book value of common shares. The amount in some 
cases will not be large, but the fact that these 
reserves are now largely dispensable is of particu- 
lar significance in relation to the current earnings 
outlook and dividend prospects for these companies. 

Notwithstanding a record-breaking volume of 
sales and sustained earnings, dividend policies of 
retail organizations have, for the most part, been 
governed by conservatism and an understandable 
desire to be prepared for such uncertainties and 
problems which seemed likely to arise in the wake 
of peace. Retailers, particularly in the department 
store, variety store, and mail order groups were 
particulariy fearful that a sudden cessation of hos- 
tilities would leave them with large stocks of war- 
type merchandise for which there would be little 
or no demand once regular lines were replenished 
by peacetime production. As it turned out this con- 
tingency did not arise. 

At the start of the fourth quarter last year, con- 
siderable optimism was expressed on all sides that 
war-weary customers would find the stores well 
stocked with peacetime merchandise in ample time 
for Christmas shoppers. These predictions, how- 
ever, were wide of their mark—deflected by such 
unforeseen developments as strikes, shortages of 
raw materials and parts, shortages of workers, and 
pricing difficulties. As a result, such items as radios, 
appliances, refrigerators, toys, nylons, clothing, and 
underwear were conspicuous by their absence. 
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To an extent, however, this production lag proved 
to be something of a blessing in disguise. Customers 
with plenty of money to spend were not to be denied. 
They accepted the situation stoically and proceeded 
to practically clean retailers’ shelves of all ersatz, 
synthetic and makeshift merchandise—the very 
things which merchants had previously figured they 
would be stuck with and have to write off at a loss. 

R. H. Macy, leading department store operator, 
showed a contingency reserve in its July 28, 1945, 
balance sheet of $3,750,000. Although this firure 
was less than 2 per cent of total sales in the 1944- 
45 fiscal year, it is fairly sizeable when compared 
with net income of $5,225,386, and earnings equal 
to $2.73 a share. The amount of the reserve was 
equivalent to $2.26 a share. Prior to the 1942-43 
fiscal year, this reserve did not appear on the com- 
pany’s books. It is described as a reserve for ‘war 
and post-war contingencies”. Whether or not the 
management considers it necessary to continue this 
reserve beyond the current fiscal period, the fact 
remains that it constitutes a fairly substantial 
“cushion”, largely removing the likelihood that cur- 
rent earnings will have to absorb anything in the 
way of unusual or non-recurring charges. 

The two leading mail order houses had the dis- 
tinction of setting up the largest contingency re- 
serves of representative retail organizations. 


Mail Order Houses 


Montgomery Ward & Co. set aside $16 million as 
a reserve against inventory price decline. This was 
equivalent to about 13 per cent of the company’s 
inventory at the end of January 1945, and about 
2.6 per cent of total sales for the year ended January 
31, 1945. On a per share basis it was equal to $3.07 
for the common stock, and compared with earnings 
of $3.81 a share in the 1944-45 fiscal year and $2.56 
a share for the nine months to October 31, last. 
It is a safe assumption that it was unnecessary for 
the company to draw substantially, if at all, upon 
this reserve, suggesting that the full amount could 
be transferred intact to surplus account. 

Sears, Roebuck & Co.’s “post-war reserve” of 
$28,500,000 tops the list of leading retail companies. 
Prior to the outbreak of the war, the company’s 
balance sheet carried a contingency reserve of about 
$3.8 million. Subsequently this amount was trans- 
ferred to the post-war reserve and enlarged to the 
present amount. Unless, therefore the management 
feels that the post-war prospect is fraught with 
greater uncertainties than the years immediately 
preceding the war, about $25 million would be sub- 
ject to transfer to surplus. This would be equal 
to slightly more than $1 a share. 

Among department stores, one of the largest in- 
ventorv reserves was established by May Depart- 
ment Stores. The total reserve of $5.5 million was 
only slightly less than the net profit of $5,561,836 
reported by the company in the year ended January 
31, 1945. The reserve was first set up in 1944, no 
similar reserve having been deemed necessary in any 
of the immediate pre-war years. This would seem to 
give support to the assumption that the bulk of the 
reserve will probably revert to surplus account. In 
terms of the present number of shares outstanding, 
this reserve item would be equal to $2.23 a share, 
and would compare with earnings of $2.34 a share 
for the 12 months ended July 31, last. 

In relation to outstanding shares of common 
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stock, the inventory reserve set aside by Marshall 
Field was the largest in the department store group. 
The total of $6 million was equal to $3.09 a share 
of common stock. The reserve was first set up in 
1941 and amounted to $800,000, since which time 
it has been progressively increased to the present 
figure. The amount of $6 million is not only large in 
relation to the company’s sales, being better than 
4 per cent, but it is also quite high in relation to 
inventory account. At the end of 1944, the inventory 
reserve was equal to 38 per cent of balance sheet 
inventories. Moreover, it, was nearly double the 
earnings on the common stock in 1944, and the 
same was true for the first nine months of 1945 
when earnings were equal to $1.56 a share. 

By contrast, Gimbel Bros. with sales of close to 
$195 million in 1944, or nearly $47 million more than 
Marshall Field, and inventories which exceeded the 
latter’s by approximately $14 million, has set up a 
post-war reserve of only $2.5 million. This would be 
equal to about 8 per cent of inventories and a little 
better than one per cent of sales. It is not meant 
to imply that reserves in the case of Gimbel Bros, 
were inadequate, but simply to emphasize the con- 
trast in the amounts which these two companies be- 
lieved sufficient to safeguard their interests. 


Variety Chain Stores 


In the variety chain group, the necessity of set- 
ting up large inventory and post-war contingency 
reserves does not appear to have been as compelling 
as in the case of department stores. The reason 
for this probably lies in the fact that inventory 
turnover among variety chains is somewhat faster 
and stocks did not include a heavy proportion of 
higher priced merchandise. 

Of the several variety chains tabulated, the 
largest reserve in relation to company’s shares was 
set up by G. C. Murphy Co. At the end of 1944; the 
company’s reserve for post-war adjustments and 
contingencies totaled $1,838,000 which, on the basis 
of the outstanding common stock was equal to $3.83 
a share, and compared with $4.96 a share earned in 
1944. In relation to inventories and sales, the re- 
serve was equivalent to 14 per cent 
and two per cent respectively. Of 


Shoe Manufacturers 


Included in the accompanying tabulation are two 
shoe manufacturers which, it will be noted, set aside 
very sizeable reserves in terms of their outstanding 
shares. In the case of Endicott Johnson, the amount 
set aside for inventory reserve was equal to 17 per 
cent of all inventories, and nearly 30 per cent of 
raw materials. This reserve is a continuing one and 
is not likely to be transferred to surplus. Its func- 
tion is to safeguard the company against losses re- 
sulting from the high volality of leather prices. The 
reserve for contingencies, however was equal to 
better than $5 a share, or slightly more than was 
earned on the common stock in the 1944 and 1945 
fiscal years—$4.58 and $4.90 a share respectively. 

These various reserves, set up as a wartime meas- 
ure, may be subject to some diminution by 1945 
year-end adjustments but in any event they will not | 
directly effect current or potential earnings. To the | 
extent, however, that their further enlargement is_ | 
no longer necessary, earnings will be benefited. 

Although not strictly relevant to this discussion, 
it is nevertheless noteworthy that the current out- 
look for retail trade has a number of promising 
aspects. While it is likely that some further lag in 
obtaining a normal stock of peacetime merchandise 
will be experienced, there is as vet no evidence on 
the part of customers to insist upon the items for 
which they have been waiting. A temporary “buyers’ 
strike” might materialize but it would not be likely 
to attain serious proportions. Public buying power is 
large and will continue to support an overall sales 
volume 5 to 10 per cent greater than 1945. The 
industry is confronted with no serious labor prob- 
lems, and strikes which are plaguing other industries 
are not a major menace. Intensive competition within 
the industry, however, must be given considerable 
weight in the prospects of individual companies. 


to $1.64 and the average for the four war years, 
1941-1944, of $1.58 a share. Company’s post-war 
earnings prospects will be heightened, however, by 
the elimination of excess profits taxes which in 
1944 totalled $14.8 million, or about $2.70 a share. 
















































particular note in the case of G. C. 
Murphy is the fact that the company 
in 1944 paid excess profits taxes of 
more than $7.7 million, and equal to 


about $16 a share for the common 9 
stock, or more than three times the 

amount of actual earnings available 8- 
for dividends. In relation to the com- 7- 


pany’s current earnings and dividend 
prospects, this heavy “cushion” over- 
shadows the significance of a possible 
reversion of contingency reserves to 
surplus account. 

The largest dollar reserve in the 
variety group was established by S. S. 


Kresge. This company set aside $3,- 2- 


180,000 for post-war adjustments of 
merchandise values and $500,000 for 


post-war reemployment adjustments. 0 


The combined amounts, however, were 
equivalent to only 67 cents a share for 
the outstanding common stock, and 
compares with earnings in 1944 equal 
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Opportunities.... 
for Income and Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MAGAZINE OF WALL STREET’S index 
. of bond prices showed the following changes 
during the period indicated: 


On On 
Dec. 29 Jan. 5 
Forty Domestic Corporates.. 123.5 123.7 +.2 
Ten High Grade Rails...... 118.0 118.4 +.4 
Ten Second Grade Rails..... 289.4 289.7 +.3 
Ten High Grade Utilities.... 99.6 99.7 +.1 
Ten High Grade Industrials.. 105.5 105.7 +.2 
Ten Foreign Governments... 130.4 129.8 —.6 


Firm to moderately higher prices have ruled in 
the bond market since the start of the new year. 
Currently bond yields are at a historical low. More- 
over during 1945, there was a gradual convergence 
of yields on the various classes of corporate bonds 
toward a point where the spread is extremely nar- 
row at this time. In fact, the difference in yields is 
less wide than at any time since 1919. Prior to 
that time, full records are not available. The marked 
improvement which has taken place during the war 
in the finances of many issuing corporations, coupled 
with heavy and sustained investment demand, has 
lowered the average yield on representative bonds 
of medium grade calibre 


reached that the trend will immediately be reversed. 
The forces making for continued low interest rates 
and bond yields are likely to be subject to little 
change or modification in the near future. 


NEW OFFERINGS .... Following a year in which 
the volume of new corporate bond issues for refund- 
ing purposes attained a new high, the probabilties 
are that similar offerings this year will be small 
by comparison. Companies contemplating such fi- 
nancing for the most part hastened to get it in last 
year in order to obtain related tax advantages, no 
longer obtainable after January 1, 1946. It was pos- 
sible to charge the call price premium against tax- 
able income and to that extent reduce tax liability. 
In the present setting also it is likely that many 
corporations will prefer to provide for their finan- 
cial needs either through short term bank loans or 
equity issues. Meanwhile, many of the new issues 
which were offered in the final quarter of 1945 are 
acquiring broader distribution and prices are mov- 
ing more in line with seasoned issues. 


RAIL BONDS: In the week ended January 5, the 
Magazine of Wall Street index of both high grade 
and second grade railroad bonds reached the high- 
est level since the index was initiated in 1932. It 
is not necessary to delve very deeply to find the 

reasons for this. The 1945 





to about 3.2 per cent, a 
decline of 5 per cent 
since 1939. At the end = 
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balance sheets of almost 
every major railroad will 
300 disclose a market im- 





of last November, ac- 
cording to the monthly 
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provement in finances, re- 
sulting principally from 





review of the Federal 
Reserve Bank of New 
York for January, me- 


140} 
a" 
| v 
| 10 FOREIGN GOV'T ee 
Pi 


long term debt reduction 
iand enlarged working 
capital. Despite the pros- 
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dium grade bonds were 
selling at yields equiva- 


pect of a lower volume of 
traffic this year, earnings, 
relieved of the burden 





lent to those obtainable 
on the highest grade 
corporate issues near the 
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of excess profits taxes, 
promise to hold up well. 





close of 1939. 
There is, of course, a 


Realization of these fav- 
orable circumstances 


Ds 
co} 
So 





limit to this recession in 
bond yields—and that 
limit may be fairly close 
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plus the fact that rail 
obligations have been ob- 
tainable on a somewhat 
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at hand. It should not be 7 
inferred, however, that 
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more attractive yield 
basis than other corpor- 
ate issues has stimulated 
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increased investment buying. The rail group still 
offers some of the best opportunities for the income- 
minded investor. 


PITTSBURGH & W. VA. ist 414’s . . . These bonds 
have recently been selling slightly under 100 to yield 
better than 414 per cent. Although not to be in- 
cluded among the better grade rail obligations, and 
displaying a wide range of price fluctuation in the 
past, their inclusion is warranted in a diversified 
portfolio giving emphasis to income. During recent 
years, the road has cut funded debt some 20 per 
cent and fixed charges have been lowered 14 per 
cent. In addition, large sums have been spent on 
maintenance and property improvement. Last April 
it was reported that 90 per cent of deferred mainte- 
nance had been made up. It is probable, therefore, 
that the resulting increase in efficiency and ability 
to reduce post-war outlays for this purpose will aid 
materially in offsetting reduced traffic and revenues 
in the months ahead. For some months, however, 
the movement of soft coal, iron and steel products, 
which comprise the principal items of freight traffic 
should hold up well. 





...R.K.O. 6% convertible preferred shares will be 
redeemed at 105, on February 2, 1946. Holders have 
until January 22, to exercise the convertible privi- 
lege. Failure to do so will result in a substantial 
loss . . . Columbia Pictures has registered 75,000 
shares of new preferred stock, 75,000 shares of com- 
mon and 75,000 non-detachable warrants. Proceeds 
will be used to redeem all outstanding $2.75 pre- 
ferred shares ... All of the outstanding 5% pre- 
ferred shares of McCrory Stores have been called 
for redemption on January 28. Shares have war- 
rants attached permitting holders to subscribe to 
21% shares of common stock for each share of pre- 
ferred, at $22 a share. These warrants will expire 
at noon on January 26. Fansteel Metallurgical Corp., 
will retire 6,292 shares of preferred stock at 103 on 
January 30... During 1945, the combined reduction 
in debt of Chesapeake & Ohio, Pere Marquette and 
Nickel Plate is estimated at more than $16 million. 
... Funded debt of Illinois Central at the end of last 
year stood at about $254 million, compared with 
over $282 million at the end of 1944... According 
to recent reports, Pennsylvania Railroad System 

has cut its debt $155.5 





The first mortgage 
bonds are outstanding in 
three series, due in 1958, 
1959 and 1960, aggregat- 
ing somewhat less than 
$10 million. Fixed charges 
have been earned in 
every year of the past 


Bonds: 


Suggestions for Current Investment Funds 


Amer. & For. Pwr. Deb. 5's, 2030___... 
Armour & Co. Deb. 4!/2's, 1975. 
Int'l. Tel. & Tel. Deb. 5's, 1955.04 sti«*' 085 4.7 105 














million over the past six 
years... Standard Gas & 
Electric has been author- 


Recent Current Call ized by the court to re- 
Price Yield _—PPrice deem $58.6 million out- 
108%, 4.6% 106 standing notes and deben- 
10442 4.3 104 tures in cash... Interests 


close to the situation ex- 





YIELDS ... Pursuing 
roughly the same price 
and yield courses as that 
of high grade bonds, 





*—Not prior to July 1, 1952. 
N.C.—Not Callable. 





decade and in 1944, cov- N. Eng. Gas & El. Assn. Deb. 5's, 1950 99/7, = 5.0 1002 | pect early resumption of 
erage was better than Northern Pacific interest payments on Bo- 
three times. In the first Ref. & Imp. 4!/9’s, A, 2047______. 1064/4 4.2 110 livian external bonds... 
ten months of 1945, Ref. & Imp. 5's, C, 2047... 108% 4.5 105* Recent price strength in 
charges were covered Southern Pacific Deb. 4!/2's, 1981. 104% 4.2 110 Childs Corp. debentures 
2.11 times. The impor- | prefered Stocks: reflects current improved 
tance of the P. & W. Va., Associated Dry Goods $7 2nd Pfd._.. 134 629% NE. status of company, ac- 
mileage suggests pos- Baldwin Locomotive $2.10 Pfd. 41% 5.0 40 companied by reports 
sibly that ultimately the Barker Bros. $4.50 Pfd...._. 53, 8.4 55 that a_ reorganization 
road may be part of a Columbia Gas & Elec. $6 Pfd. 109/72 5.4 110 plan may shortly be 
larger system. Curtis Publishing $4 Prior Pfd. 74 5.4 75 made public. . . Ameri- 
Sharon Steel $5 Pfd 99 5.0 105 can Gas & Elec. Co. is 

| PREFERRED STOCK Stokley-Van Camp $1 Prior Pid. 2p 4.6 21 | reported to have com- 


pleted arrangements for 
a $25 million bank loan, 
the proceeds of which 








yields on high grade non- 

callable preferred stocks have declined to an average 
of 3.6 per cent. This compares with the yield, as of 
November 30, last, on 200 representative common 
stocks of 3.7 per cent. Two factors account for 


this narrow spread. The yield on the group of 


preferred stocks would doubtless be somewhat 
lower if they had the benefit of the same heavy 
institutional demand which has been a potent force 
in enhancing the value of high grade bonds. On the 
other hand, the yield on common stocks neither fully 
reflects the benefit of year-end dividends, nor the 
likelihood that many common stocks will this year 
pay somewhat higher dividends. Recent prices for 
non-callable preferred stocks, however, are prob- 
ably at or very close to their peaks. This, plus the 
thin markets for most of these issues, resulted in 
some sizeable discounts on recent sales. 


NOTES: .... Wm. Filene’s Sons Co. 434% preferred 
shares will be redeemed at 104 on February 1, 1946 


JANUARY 19, 
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will be used to retire all 
of the company’s out- 
standing debentures . . . Stockholders of American 
Crystal Sugar will vote January 18 on a plan to 
exchange the present 6% preferred stock for a new 
issue of 414% prior preferred . . . Continental Gas & 
Elec. Corp., will redeem all of the 7% prior preferred 
stock at 110 a share on April 1. 


INVESTMENT SUGGESTIONS .. . The following 
issues, previously included in the list of investment 
suggestions which accompanies this discussion, have 
been removed because of current difficulty in acquir- 
ing them in the open market: General Steel Cast- 
ings 514’s 1949; Pittsburgh Steel 414’s 1950; and 
Southern California Edison 514% preferred. Present 
holders of these issues, however, are justified in 
leaving commitments undisturbed. New England 
Pwr. 1st 314’s 1961, now quoted three points above 
their call price, are no longer attractive for pur- 
chase and have also been eliminated from the list. 
Current suggestions appear on this page. 








Editorial: 


YOU CAN’T DO IT ALONE 


Even the greatest geniuses have 
been dependent upon the loyalty 
and devotion of others, to reach 
their goal. No man is sufficient 
unto himself, no matter how able. 

Throughout our lives we make 
friendships that carry us over 
many a rough spot, and the en- 


thusiasm of those who believe in 


us frequently gives us the courage to carry on in 

periods of disillusionment and disappointment. 
The capacity to make friends therefore, is one 

of the greatest assets that a man can have. But 


to have a friend, you have to be one. 
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THIS DEPARTMENT 


e Building Your Future Income— 
is the contribution of the Magazine 
of Wall Street to the financial edu- 
cation of the nation’s budding inves- 
tors, of those who are just starting 
out on the road to financial inde- 
pendence. 

It is designed to furnish invest- 
ment guidance to the entire family 
and we ask our subscribers to use 
it in this manner. 

By offering them in these pages 
a practical guide to financial suc- 
cess from the start, we also hope to 
assist in laying the basis for eco- 
nomic stability in our country, 











themselves. 


This applies to men in every 
walk of life and it is my experi- 
ence that people will go out of 
their way to serve those who have 
character, and whose ideas have 
merit—who are prepared to 
work to grasp success. But those 
without merit who rely solely on 


friendship to make the grade may 


get by for a while, but are finally left in the 


shuffle. In the end such men fool no one but 


The basis of success in life is built on honest 


relations — real sincerity — and cooperation. 
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ANSWERS 
{TO INSURANCE 
Inquiries 


By EDWIN A. MULLER 

















When does life insurance become endowment? 


Insurance Editor: Can you please tell me when life imsur- 
? I know that such a 
change can occur but it’s never been quite clear in my mind 
just under what conditions. I shall appreciate anything you 
can do to enlighten me on this point. With advance thanks 
for your courtesy, 


ance becomes endowment insurance: 


* a Yours very truly, 

a4 N.L., Utica, N.Y. 
—— se T as such can be purchased to mature 
as in any specific given number of years with a 
“premium based on the age of the individual. How- 
ever, some endowment plans issued on the partici- 


pating basis (insurance which returns dividends) 
ican be made to mature earlier by leaving the divi- 
idends with the Insurance Company. Hence, a 20 
‘Year Endowment policy issued at age 35 might 
mature in 18 years with accrued dividends based 
‘on present dividend scale. 
Moreover, Ordinary and Limited Payments plans 
‘ery jof insurance on the participating basis may also be- 
. jcome endowments. You simply let the dividends 
ert- taccrue on your policy, and in the case of Ordi- 
bof Paty Life policies issued at age 35, based on present 
jividends become an endowment for its face amount 
ave #0 34 years. Similarly a 30 Payment Life policy 
might become an endowment in 28 years. 
ave | Bear in mind that the time required to make the 
bolicy an endowment depends on the dividends ap- 
to }ortioned and the interest rate of accrual of the 
| fame. 
ose | A non-participating Ordinary Life policy issued 
_ Inder the American Experience tables would be- 
ome an endowment for its face at age 96, while 
may he more modern tables provide for a later maturity. 
the | Wants to convert life insurance into annuity 
Insurance Editor: I have several straight life policies and 
but am thinking of converting them into annuities. Can you tell 
me, by means of an example, how this would work out? I shall 
be grateful for whatever information you can give me on the 
nest }ubiect. . ’ 
Sincerely Yours, 
, A. St., Milwaukee. 
IANUARY 19, 1946 









Galloway 


As explained in a-previous article, all Life Insur- 
ance policies except Term Insurance have cash val- 
ues which may be withdrawn or utilized under the 
several options available in the contract. I previously 
stated that the disbursement and _ distribution 
method of life insurance proceeds as a death benefit 
to beneficiaries are also available in most companies 
to the insured as well in terms of the cash value. 

Too much emphasis has been placed on the death 
benefit and not nearly enough on the benefits dur- 
ing life to the insured himself. These are definitely 
valuable and the conversion of such a policy to an 
annuity is an election which the insured himself 
may exercise. 

Let us take a typical example. I quote rates and 
values from one of the larger companies. Assume a 
person had purchased an Ordinary or Straight Life 
policy at age 30 for $20,000. At age 65 the insured 
has no further reason to continue the policy since 
it has served its original purpose for which pur- 
chased. The cash value would then be $11,000. at 
65. If the insured were a male, the amount under 
the Settlement Options contained in the policy would 
provide an income of $66.44 monthly for life guar- 
anteed for at least 10 years or $59.64 monthly for 
life guaranteed for at least 15 years or $52.14 

monthly for life guaranteed for at least 20 years. 
From this you will note that the Company will pay 
the monthly incomes as indicated for the life of the 
insured with ultimate total guaranteed payments of 
at least $7,972.80, $10,693.80 and $12,513.60 re- 
spectively. If the insured should live a long life 
the total payments would greatly exceed the afore- 
mentioned figures, and the previously quoted figures 
would be less for females since insurance statistics 
show greater longevity for female over male lives. 

Meanwhile, do not forget another asset that this 
income is given preferential treatment for income 
tax purpose as outlined in several of my previous 
articles. 
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Purchasing 


A 
Building 
LOT 


—what to look out for 
By A. COLEMAN BLUM 


HERE are a number of technical considerations 
which enter into the purchase of land. Most of 
these have to do with the law, most require some- 
thing beyond the knowledge of the layman to 


_ determine if he wants to play safe. 


Since land is an ageless commodity and has, so 
to speak, been lying around for quite a while, its 
history has a definite significance for you who in- 
tend to purchase. Land has always belonged to 
someone. It is quite possible that it may, after you 
have paid out your purchase money, belong to some- 
one else still then its too late. 

It is always a little embarrassing when, your 





house half-built, your family living across the way 

until it’s finished, a little man comes along and 
explains: “Now look, old chap, I have a lien on O 
this property . . . and it will cost you exactly 
$6,999.97.” 

Unpaid taxes, judgments against the property, Tc 
questionable title to the land, special assessments, 
unanticipated special obligations (school taxes, 
municipal improvements), any one of these may 
crop up and make life hectic for you. nN 

These things should be determined a priori. 

There are others. The area may be subject to a 
restrictive covenant. These covenants are constantly Bu 
in litigation, may prove pretty expensive to main- 
tain or (as the case may be) to fight. Moreover, 
they are lately undergoing considerable reconsider- 
ation, may not apply at all within a short time. 


Other Considerations 













Other things, likewise, enter into the problem. Aj ifs 
neighbor may have a legitimate right to establish rently 
a graveled driveway across your property. Utilities) omen 
may have the right to drape high-tension wires lemme 
over your expensive landscaping, or the community or Sn 
to build a sewage system under it. ght 

You may find, without a careful search of title}. .um 
that an ancient error affects your property rights.& ashit 
One corner of the land may not belong to you at usses 
all; or you may learn (unexpectedly) that yours sit it 4 
is a property made up of two old lots, and that aj 
one-foot line running exactly through the middle} Cred 
is not clearly a part of the land you own, (This isghe op 
called “CONTIGUITY”—the situation occurs fre-Pave P 
quently—look out for it.) png, 0} 

Other restrictions may apply to a particular prop-}f the | 
erty. You may be required—through local zoning} Amp 
ordinance—to build a house costing $10,000 mini-§perati 
mum, when all you were planning to spend on your§xtures 
improvements was $6,500. nh your 

Before buying, you might find out whether sew-jnd you 
age facilities, utility-services (gas, electric, water) fhe lac! 
are available. If these are not in proximity, check§nd shc 
first on the cost of getting them. E Net 

In some sections additional zoning regulations|.. 
may insist you build a certain size house on a speci- 
fied amount of land. No bigger. No smaller. 

For title problems, you may lean heavily on a 
title company. They will, after investigation, guar- 
antee your property title against action-at-law. If _ ease 
no title company is available, an attorney can take agpoons 
care of the problem almost as well (although the Ren 4) 
lesser personal permanence of an attorney is not pproac 
as great protection as the title insurance of anf ought 
established company). ‘—m 

For the other matters, however, you will need anjinnt ys 
attorney. Go over these and other points with him;} ° aaa 
make sure that adequate protection is provided in ge al 
your deed; depend on your attorney’s advice. Let} ploy 
him supervise all operations unfamiliar to you. |, tryin: 


uarters 
quipme 
t your 
andicay 





























































fforts. 













































Be sure you own your lot 
free, clear and unencumbered. 
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“ By WILLIAM A. HOWELL 








MOVERY owner, or potential owner, of a small 

3 business should get a copy of a pamphlet re- 
blish rently prepared by the Bureau of Foreign and 
lities)omestic Commerce division of the Department of 

‘Sommerce. This booklet is entitled “Credit Sources 
unity#oy Small Business,” costs only 15 cents and can 
.., be obtained by writing to the Superintendent of 
title}ocuments, U. S. Government Printing Office, 
ghts.f ashington 25, D. C. The booklet not only dis- 
U Albusses the various credit needs of a small business, 
fOUrSHut it tells how and where to obtain credit. 


1at a ' ‘ : ‘ 
iddley Credit and capital are very important phases in 
iis isthe operation of every small business, You may 
fre-pave plenty of “know how” and work hard and 
mg, only to have your business flounder because 
prop-pf the lack of sufficient funds or adequate facilities. 


ning} Ample credit is just as essential to the successful 
mini-pperation of a small business as are tools and store 
yourfixtures. If your tools are worn out and the fixtures 
n your store are obsolete, you will lose customers 
SeW-ind your business will suffer. It will also suffer from 
ater)fhe lack of sufficient capital—either or both long 
sheck§nd short term capital. 


.__| Not infrequently a businessman 
tionshi1] make the mistake of using too 
sPeCl'huch of his own money in his busi- 

ess, depriving himself of an adequate 
on aalary due him in return for his 
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ee fforts. True, under certain circum- 
a tances, he may not be able to obtain 








e credit which he needs, but quite 
ten the businessman is reluctant to 
pproach his bank and dreads the 
Mhought of having to borrow money. 

his is a mistake. The sound and effi- 
ed aMfient use of credit is the keystone in 

IMsthe arch of all successful business— 
ed iNbrge and small. Not to establish and 

Let} ploy a line of credit is tantamount 
0 trying to run a business in cramped 
uarters and with limited stock or 
quipment. Failure to avail yourself 
f your borrowing power might well 
andicap your business unnecessarily. 


1 the f 
3; not 
fa 














u. 












PE ET 


Galloway 


ANUARY 19, 1946 








The booklet referred to above gives a working 
rule by which you can determine whether or not 
you may need additional capital: You need more 
credit when you can use it to cut costs or otherwise 
increase efficiency by more than the cost of ob- 
taining the additional funds. This rule should be 
borne in mind if you are thinking of seeking addi- 
tional credit for the purpose of expanding your 
business, but care should also be taken to avoid 
excessive capital in relation to inventories. 


What rate of interest should you pay? That is 
difficult to say. Under some conditions it might 
be bad business to borrow money, even if you 
could get it for 3 or 4 per cent. Under others, it 
might be profitable to obtain credit, even should it 
be necessary to pay substantially more for it. 


Some deviation from the general rule of credit 
needs would be justified, should your business run 
into some unforeseen financial reverse, which you 
are convinced is “temporary.” Such a condition 
might arise for any number of reasons—unforeseen 
seasonal changes, new competitive factors, etc. The 
point is, be sure the circumstances are “temporary.” 


Credit needs fall into two principal categories. 
One is for the purpose of acquiring fixed assets, 
such as buildings, equipment, trucks, fixtures, etc. 
The other is for working capital, funds which are 
liquid and subject to repeated turnover, and used 
for acquiring inventories, payment of salaries, etc. 


Funds to be used for the purpose of acquiring 
fixed assets are generally obtained on a longer term 
basis and provision made for their repayment at 
periodic intervals. Working capital funds should be 
borrowed on a short term basis. A small business 
rarely provides enough money at the right time to 
entirely eliminate the necessity for short term bor- 
rowing. Almost every business is more or less sub- 
ject to a seasonal fluctuation in volume and cash 
needs vary accordingly. A short term loan might 
well be the answer to this problem. 










FOR PROFIT AND INCOME 





Detours 

However bright may be the 
longer-term earnings possibilities, 
the 1946 profit outlook for a num- 
ber of important industries has 
become more uncertain as a re- 
sult of spreading strikes, the in- 
creasing probability that price 
control will be extended, and/or 
the partial return to Federal allo- 
cation of materials by priority- 
control. Even if largely warranted 
by long-pull factors, in the great 
market advance since the end of 
the Jap war there must have been 
a considerable element of opti- 
mism for this first peacetime 
year. Now it has to be modified. 
We are encountering some de- 
tour signs on the prosperity road. 
The question of how serious in- 
terim profit uncertainties—selec- 
tive rather than general—may be 
is debatable. One thing is sure; 
they are not bullish, even though 
the market has extended its year- 
end advance by a few points in 
the averages. 


A Bad One 

It would be hard to imagine a 
worse squeeze than that faced by 
the Western Union Telegraph Co. 
The major part of operating cost 
is labor. The wage increase ap- 
proved by the War Labor Board 
would, according to the company’s 
statement, increase costs by an 
amount roughly three’ times 
greater than 1944’s net income. 
Gross and net, both inflated above 
normal during the war, faced 
some contraction anyway. High- 
er costs can not be offset by in- 
creased volume or higher rates, 
since the latter would weaken the 
company’s competitive status 
relative to other forms of com- 
munication. Technological devel- 
opments, eliminating much labor, 
have long-term possibilities, but 
will take years, and heavy capital 
investment, to bear important 
fruit. 


Clear Road 
It seems to this department 





Ashland Oil & Refining 





Beatrice Creamery .. 





Burlington Mills 





Callite Tungsten 00000000... 


Glidden Co. 


Champion Paper & Fibre. cccccssnemnnee 





. we. 
Grand Union Co 





Wesson Oil & Snowdrift 


Reliance Electric & Ein ge. icccccscsssmesnmenn 
Soanine MAS) Orns 








INCREASE IN EARNINGS AS SHOWN IN RECENT REPORTS 


Latest Year 

Period Ago 
Year Sept. 30 $ .92 $ .75 
9 mos. Nov. 30 S| 2.24 
Year Sept. 29 2.63 2.10 
6 mos. June 30 19 AT 
28 wks. Nov. 11 1.53 1.28 
Year Oct. 31 ZAS 2.02 
9 mos. Dec. 1 2.42 1.84 
Year Oct. 31 2.02 1.55 
Year Oct. 31 * 1.84 1.29 
Dec. 1 quar. 45 36 
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that the most “comfortable 





stocks to hold here are those @4 


companies which have an ope 
road to higher earnings both fi 


this year and the rest of the pos}: 


war prosperity era, and whic 
are not at market prices whic 
over-discount earnings potential 
either for 1946 or the long 
vista. This requires a wage all 
price situation which is “manag 
able”; and, of course, a stro 
volume outlook. Consideril 
everything, including price-ear} 
ings ratios, probably merchandi 
ing stocks are as good a choif 
as one could make. Whatever 
available to be sold—at an 

ceptable margin—merchants w 
sell. In effect upon  operati 
cost, the sharp increase of rece 
years in the average sales chef 
is equivalent to a proportiona 
gain in the “productivity” of eq 
ployees. This has outrun high 
wages, unlike the situation 

most manufacturing industri 
Further wage increases are like 
to be moderate, leaving retaili 
still ‘‘ahead of the game.” 


Harder To Figure 

In many respects liquor co 
panies are beautifully situat 
Their labor factor is relativé 





















low and “manageable.” They h 
a comfortable and improving 
ventory situation; an excell 
margin of profit; a good dem 
prospect for so long as natio 
income remains at high lev4 
big savings from repeal of 1 
excess profits tax. What we do 
know is the ultimately suppd 
able market capitalization 
liquor earnings, for this invol 
questions of investment sta 
and “normal” earnings expé 
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ancy. They have always com- 
manded relatively low price-earn- 
ings ratios, and still do. To cite 
the most extreme example, 
Schenley, as we write this, is 
priced around 6 times the annual 
rate of earnings indicated by the 
most recent interim report. The 
other leading stocks appear near- 
er 10 times conservatively-ap- 
praised share-earnings potentials 
of the next couple of years. 
Whether that is too high or too 
low depends on the permanent 


















— or average — status. That 
might be considerably better 
than it was before the war. 





However, on a straight liquor 
basis, it seems time to modify 
optimism. This department rec- 
‘ommended Hiram Walker several 
months ago at 74. It is now 
around 113. We _ would take 
profits. 
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On The Other Hand 

Yet, on the other hand, we 
whi would think twice before trying 
entiaf to guess a limit on what Schen- 
long§ ley might do; for this manage- 
xe am ment has done a phenomenal job 
anagt and much more than liquor is 
strom involved. Large strides in diver- 


deri Sification have already been 
o-ears Made. While holding a strong 


position in alcoholic beverages, 
the ultimate goal is to get at 
least 50% of revenue from other 
lines, including ethical drugs, 
soft drinks, foods and chemicals. 
Success would not only fortify 
earnings but rate a higher capi- 
talization thereof. Judging by 
past performance, it may still be 
possible to underrate this situa- 
tion. 
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Also Favored 

Drug companies are also among 
those with considerably less than 
average uncertainties with re- 
spect to labor costs, margins and 
volume outlook. However, price- 
earnings ratios in most cases are 
tuat@ fairly high and the stocks are 
lativ@ “slow-movers” in market action. 
2 hq One that looks attractively under- 
ing # priced is Lambert. Formerly de- 
<cellq pendent on “‘Listerine” antiseptic, 
atid the company has made effective 


r co 


iatiof progress in diversification and 
lev4 has more under way. Dividend 
of 4 policy has been notably liberal 
‘e dd for many years. The present $2 
uppq rate yields 4% on price, as we 
ion | write, of 50. Earnings (probably 
nvol¥ around $3 a share for 1945) could 
staf readily be $5 to $6 this year, 
expq under the lower tax rate now 
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effective. If so, a dividend of $3 
would not be unlikely, warrant- 
ing a substantial price rise. One 
of the larger investment holders 
in this situation is Phillips Petro- 
leum, though the two companies 
are not affiliated. 


An Interesting Situation 

On the other hand, the rubber 
fabricators are in for large earn- 
ings gains this year — if labor 
costs are not raised too seriously, 
relative to ceiling prices. The lat- 
ter question is important if OPA 
should be extended, for coming 
union (CIO) demands will include 
a 30% wage increase and a 30- 
hour week. The present inade- 
quate work week is only 36 hours. 
On the other hand, the General 
Tire & Rubber Company has an- 
nounced perfection of a machine 
which can increase daily tire out- 
put five-fold as compared with 
the most efficient previous meth- 
od. If so and if the company can 
quickly equip itself with such 
machines, its position with re- 
spect to wage costs, ceiling prices 
and competitors would be radi- 
cally improved. But since ma- 
chines rarely remain either a 
secret or a monopoly, a big step 
forward in mechanization by this 
aggressive secondary company 
would no doubt open new cost- 
reduction vistas for the whole 
industry. 


Tobacco Companies 

Some time ago we commented 
favorably here on American To- 
bacco as an investment with sub- 
stantial speculative possibilities. 
The yield on the $3.25 dividend 
was relatively attractive. The 
speculative potentiality centered 
mainly in the end of price ceil- 
ings, a boost in cigarette prices 





and restoration of the prewar $5 
dividend rate. That is still the 
picture for the longer-term, but 
meanwhile the stock has had a 
pretty good advance and the time 
factor on price relief has become 
more_uncertain. If Congress ex- 
tends OPA, it is possible that 
cigarettes (because non-essential 
and in adequate supply) might be 
excluded from control, but one 
cannot bank on it. Those who 
bought it on our advice, and 
are not willing to carry a possible 
slow mover, might just as well 
take profits now. 


The Transport Battle 

The battle of the aircraft 
makers for commercial business 
gets merrier. No single maker is 
out in front by any considerable 
distance. On the basis of air line 
orders placed in recent months, 
Lockheed, Douglas, Martin, Boe- 
ing and Consolidated Vultee are 
all to be reckoned with. We can 
not enthuse over situations which 
we can not “figure” and aircraft 
is one of them. So are air lines, 
for that matter. Their honey- 
moon period has been glorious, 
and is not over—but with the 
stocks at their present advanced 
level it is time to look harder at 
the uncertainties. 


Railroads 

Some analysts. predict rail 
earnings will be sharply lower 
this year, others that they will 
hold at about 1945 levels. We 
think they will be “pretty good,” 
a bit under last year, if the com- 
ing wage increase is not over 


12% and if the ICC is fairly 
prompt in granting rate in- 
creases. Rail dividends, mostly 


very conservative, may well ex- 
ceed the 1945 total. 








DECLINE IN EARNINGS AS SHOWN IN 


RECENT REPORTS 








Latest Year 

Period Ago 
Cornell-Dubilier Elec. . Year Sept. 30 £1.37 $1.71 
Gaylord Container 9 mos. Sept. 30 1.02 1.06 
Hygrade Food 53 wks. Nov. 3 2.67 3.84 
Joy Mfg. . Year Sept. 30 1.42 2.10 
Lee Rubber & Tire... Year Oct. 31 5.00 5.38 
Smith (A. O.) Corp. Oct. 31 quar. 25 2.78 
Stetson (J. B.) Co....... Year Oct. 31 1.34 1.51 
West Virginia Pulp & Paper... Year Oct. 31 1.63 1.80 
Willys-Overland Motors 0.....ccccccccccnnnnnue Year Sept. 30 1.14 1.64 
Wilson Jones Co... Nov. 30 quar. 10 25 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. oe 
2. Confine your requests to three listed securities; one request per month. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. — ; 
Special rates upon request for those requiring additional service. 





G.I. Seeks Review of His Holdings 

Since January, 1943, to now I have been 
in service. At that time was a subscriber to 
your magazine, although by now the sub- 
scription has run out. I purchased the 
following from a letter you sent me. 100 
Puget Sound Power & Light at 12; 100 
Burroughs Adding Machine at 12; 300 
Libby McNeil at 7; 100 Certainteed Prod- 
ucts at 5%; 100 Walworth at 8; 100 Mc- 
Cord Corp. at 5%4; 100 General Baking at 
8; 100 National Biscuit at 1914; 100 South- 
ern National Gas at 12; 100 Tide Water 
Assoc. Oil at 15; 100 Stokley Van Camp 
Pref. at 17. 

These may not be exactly the figures just 
as I remember them, I am here in New Y ork 
for a couple of weeks, then I will be going 
home. While in the Penn Station, first thing 
I purchased was your magazine Dec. 8 and 
Dec. 22. My banker has sold some time back 
the McCord and Stokley thinking it best, 
and of course, good profit especially on Mc- 
Cord Radiator. 

I am enclosing $10.00 for 1 year’s sub- 
scription, should I sell any of these stocks 
and transfer to a better grade? If any extra 
charge for this, please send me the bill and 
I'll gladly send check by return mail. Also 
I want to thank you for the splendid infor- 
mation you gave me 1943, as you can 
readily see the large increase also the divi- 
dends in this length of time. 

B. J., Indianapolis, Ind. 


While inquiries are limited to 3 
securities at a time at monthly 
intervals, we have made an excep- 
tion in your case as you are a 
serviceman and, without extra 
charge, have reviewed your list of 
security holdings. 

They represent diversification 
as to industries and, for the most 
part, offer further appreciation 
possibilities. Therefore, we recom- 
mend holding your securities with 
the exception of the following: 
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Sell 200 shares of Libby, McNeil 
& Libby, as 100 shares are suffi- 
cient of this speculative issue at 
current market. 

On a further bulge in price, we 
recommend sale of General Bak- 
ing, as this stock is amply priced. 

The proceeds from these sales, 
if invested in Consolidated Edison 
or Columbian Carbon, would im- 
prove the quality of your port- 
folio, increase your dividend yield, 
and also offer additional scope for 
enhancement possibilities. 

We are delighted that you prof- 
ited so handsomely from our mag- 
azine recommendations and also 
from our personal correspondence. 
We shall strive to make your new 
subscription equally as profitable 
and invite your further inquiries. 


Exchange Buffet 


Please find enclosed _ self-addressed 
stamped envelope. Will you send me tn- 
vestment information on Exchange Buffet 
listed on New York Stock Exchange. I 
would like to know what kind of business 
this corporation is involved in, the assets 
and liabilities, dividend rate and your 
opinion as to the outlook. 

K. J., Mobile, Ala. 


This company operates 21 pop- 
ular price restaurants and 22 ci- 
gar stands in New York and 
Brooklyn. 

Balance sheet as of April 30th, 
1945 showed total current assets 
of $756,127 and total current lia- 
bilities of $269,824, leaving net 
current assets of $496,303. Sales 


THE MAGAZINE OF WALL STREET 





for 1945 totaled $2,978,038 ani 
profits equalled 55 cents a share 
compared with 35 cents in th 
previous year. Earnings for th 
first six months of current fiscal 
year amounted to 24 cents 4 
share. Dividend paid in 1945 was 
50 cents. 

Earnings have improved in re. 
cent years but the stock has ad- 
vanced substantially and, at cur. 
rent market, is not particularly 
attractive. 


Lane Bryant, Inc. 


Please furnish information on Lane Bry. 
ant, Inc. I am particularly interested in com: 


pany’s outlook. 
P. F., Fort Worth, Texas 
Lane Bryant, Inc. operates a 
general retail business in women’s} 
infants and children’s wear, spe- 
cializing in the sale of stout wom:- 
en’s and maternity apparel. Com- 
pany operates directly through} 


seven stores in six cities and by} 


mail order under the trade name} 
Lane Bryant; and through sub- 
sidiaries by Lane Bryant depart- 
ments in stores operated under 
other names. Subsidiaries also 
operate retail shoe stores and fac- 
tories manufacturing foundation 
garments and maternity wear. 


Net sales for consolidated com- 
pany for the year totaled $36,- 
699,127. Net sales for the first ten 
months of 1945 amounted to $30,- 
418,282 a gain of 6.2% over sale 
in the same period of the previous 
year. 

On August 16, 1945 common 
stock was increased from 500,000 
authorized shares to 1,000,000 
shares and then split two for one 
and company authorized the crea- 
tion of 100,000 shares of new cu- 
mulative 414% preferred stock. 
The old preferred stock was called. 

Earnings for year ended May 
31, 1945 amounted to $3.99 a 
share compared with $2.71 in the 
same period of 1944. These figures 
are based on the split-up stock. 
Dividends of 25 cents quarterly 
are currently being paid. This 
stock has advanced substantially 
the past year but the outlook for 
the company continues favorable. 
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SUMMARY 


MONEY AND CREDIT—Victory Loan 
raised $21,144,000,000 — 92%, more 
than the $14 billion goal. President Tru- 
man hopes to balance the Federal 
budget by the 1948 fiscal year. 




































BUSINESS ACTIVITY 
PER CAPITA BASIS 
M.W.S. INDEX 


TRADE—Department store sales, in a 
final Christmas scramble, spurted in the 
week ended Dec. 29 to 27% above last 
year, an all-time high record, compared 
with a cumulative increase of 11°, for 
the year to date. 
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a a INDUSTRY—Business activity in clos- 
ts 3 : ing week of 1945 was only 3% below 
5 was © the like period in 1944, First half of 
e 1945 was up 0.8%; second half off 
in ree % 3.8%; and calendar year only 2.1% 
s ad 2 lower than for 1944. On a per capita 
CUR basis, however, the physical volume of 
arly goods and services sold last year (na- 
tional gross product) was 7.5% smaller 
than in 1944. 
COMMODITIES—Farm prices reacted, 
e Bry. then rallied, during past fortnight. Parity 
te prices and prices received by farmers, 
Testa as of Dec. 15, were highest in 25 years. 
es a Fearing boost in living costs, Agriculture 
nen’al Department now wants food subsidies 
spe- continued beyond June 30. 
VOMm- 
Som- e 
ough 
| The Business 
Jame} 
sub- 
oart- 
nder}| Business Activity continued to pick up slowly 
also} during the closing fortnight of 1945 to a level only MONEY AND BANK CREDIT 


fac-| fractionally more than 3% below the like date in 
ition} 1944. The New Year opens with strike threats on 
r, a scale so vast as to resemble a general strike; 
-om-| but peace will again reign in the realm of indus- 
336,-| tty after labor comes to its senses and decides to ITOTAL LOANS & 
- ten} work again for a living instead of loafing at pub- INVESTMENTS, 
33.(0,-| lic expense and squandering its own savings. With 
sale} 'abor back in harness again there will be plenty to 
ious} keep us all busy for years in supplying not only so 
the pent up domestic and foreign demand, but INVESTMENTS IN 

mon} 782 in making up numerous shortages consequent U.S. GOVERNMENTS 
000} YPO" these widespread work stoppages. 


,000 * * 
one 
rea-| The dip in Business Activity during the early 
cu-| months following cessation of hostilities has fallen 
ock. | far short of even the most optimistic expectations. 
led. | At its lowest point this publication's business index 
May | dipped in November down to only a little above ahcEy (5T CARGO REG 


9 af the 1941 level, owing mainly to strikes in the coal, 

the | lumber and steel industries; but in the month of ——. 
res |December our index recovered 1.6 point to LN 

ck. | 161.8% of the 1935-9 average, a level only 4%, TOTAL LOANS ~ 
arly | under Dec., 1944. For the first half of 1945 our eee meme ec ens ene 
= index ae rg amd ahead : the first COMMERCIAL LOANS is 
ally | six months of 1944; but average for the second 

bag half dipped to 162.5, which was 3.8% below the 1944 sola 1945 ear 
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e 
Inflation Factors 
Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURE (tf) $b Jan. 2 1.30 0.41 2.21 0.43 (Continued from page 473); 
Cumulative from Mid-1940__.. Jan. 2 323.3 322.0 245.1 14.3 7 
closing half of 1944. Business activity for the cal- 
endar year, 1945, which measures the National 
FEDERAL GROSS DEBT—Sb Jan. 2 278.3 277.9 230.9 55.2 Gross Product on a quantity, rather than dollar, 
basis, was 167.5% of the 1935-9 average—only 
2.1% smaller than in 1944. On a per capita basis, 
MONEY SUPPLY—Sb i i ivi i 
eb ner: A or 37.1 37.6 34.7 24.3 the —— sce ee 
Currency in Circulation... | Jan. 2 ss = ee oe 02g, 
—7.5% less than in ; 
BANK DEBITS—13-Week A plete 
—_ eek Avge. 
New York City—$b ............ me Jan. 2 7.23 7.06 6.40 3.92 Ueenoi . | . 
ployment in early November, according 
— ; a : E 57 
100 Other Cities ns Jon. 2 ne -_ _ aa to the Census Bureau's revised estimates, totaled 
1,710,000—only 160,000 greater than a month 
'NCOME PAYMENTS—Sb (cd) Oct. 13.57 13.42 13.68 8.11 | earlier. 
Salaries & Wages (cd)... Oct. 8.69 8.71 9.54 5.56 a 
Interest & Dividends cd) r Oct. 0.87 m4 re oh 
Farm Marketing Income (ag)... Oct. 2.42 1.96 43 I. i ; ° 
Includ'g Govt. Payments (ag)... Oct. 2.53 1.98 2.46 - Prien raved conse in + ony: 
= 14% reported by apparel mane 22% for hard- 
CIVILIAN EMPLOYMENT (cb)m Nov. 51.7 51.6 53.1 52.6 | ware, 23% for furniture, 27% for building material 
——— ag we ed ei- — Bie — hed hed and 38% by vehicle dealers. Department store 
mployees, Manufacturing (Ib)... ov. . ‘ / A . . . “ 
er tee eg nam A ls May, 57 67 59 45 sales, in a final aggre rush, spurted in the 
UNEMPLOYMENT (cb) m “a 17 16 0.6 3.4 | week ended Dec. 29 to 27% above last year, an 
all-time high record, compared with increases of 
14%, for four weeks and 11% for the year to date. 
FACTORY EMPLOYMENT (ib4) Nov. 122 121 163 147 
oe _— = Nov. 138 137 219 175 ‘deities 
on-Durable Goods ...._...__ Nov. 110 109 119 123 The Meat Packing Strike, scheduled for Jan. 
FACTORY PAYROLLS (1b4) Oct. 213 214 335 198 16, will not only make meat all but unobtainable; 
but, sooner or later, will lead to serious shortages 
FACTORY HOURS & WAGES (Ib) of shoe leather, soap, lard, bread and pastry, and 
Weekly Hours at Oct. 41.6 41.4 45.5 40.3 | certain medicines. Placards flaunted by pickets in 
Hourly Wage (cents) — = a Oct. 98.5 98.7 103.1 78.1 | the Western Electric strike bore the truculent mes- 
Weekly Wage ($)_ Oct. 41.02 40.87 46.94 31.79 | sages: “You won't have electric irons, toasters, 
washing machines; we make them!”. 
PRICES—Wholesale (Ib2) Dec. 29 107.0 106.8 104.7 92.2 * * * 
Retail (cdib)  _.. tM nr Oct. 141.8 142.0 1388 116.1 
It isn't helping the cause of Organized Labor 
to assume this “Public be damned” attitude. The 
yi -nthae LIVING (Ib3) 0 nied i ow se French have a phrase, noblesse oblige. Applied to 
che ct. 2 ; ; ; salt . . 4 
Clothing a 148.3 148.2 1419 113.8 the Present labor situation, this means: Power 
Rent Oct. 108.3 108.3 108.2 107.8 entails responsibility.” There should be a way, if 
there were only the will, to settle these labor- 
RETAIL TRADE $b management disputes without resorting to what 
t Retail Store Sales (ed) ]_ Oa. 692 621 6.18 4.72 | aPProaches civil warfare. 
vrable Goods ............... soe Oct. 1.05 0.91 0.90 1.14 * * * 
Non-Durable Goods Oct. 587 530 5.28 3.58 
— Po een or (:b2) 63 roe td = Testifying recently before a Senate subcommit- 
she : - : : tee, Dr. Irving Langmuir, Nobel Prize winner, and 
head of the General Electric Company's research 
MANUF r | i ie i 
a vy a is’ 179 166 208 181 laboratories, remarked In Russia they are frankly 
De bl + * ota Oct. 165 122 214 22\ incorporating into their Communist government the 
tie “ts 2 age aug Oct. 190 194 204 {57 best features of our capitalistic system, while we 
Shipments (cd2)—Total Oct. 204 211 278 183 are tending to put into our Democracy some of the 
Durable Goods i se = = worst features of Communism that have been dis- 
Non-Durable Goods : carded in Russia.” 
| BUSINESS INVENTORIES, End Mo.) sie ities 
pg + ls ates F on re vite , a President Truman, in signing a measure continu- 
=" a ellie alien Oct. 4.1 3.9 40 46 | ing the Government's war powers over rationing 
Retailers’ Oct. 6.9 6.8 6.8 7.2 + and allocation controls until June 30 next, pre- 
‘ Dept. Store Stocks (rb)—I_._ Oct. 161 172 154 139 dicted that our economy will still be plagued by 
1 
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PRODUCTION AND TRANSPORTATION 
—— Latest Previous Pre- 
Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOZ 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc Dec. 29 149.8 149.8 158.0 141.8 ; 
7 (M. W. S.)—I—np Dec. 29 1623 162.3 169.3 146.5 (Continued from page 474) 
INDUSTRIAL PROD. (rb) —I—np Nov. 171 163 232 174 Shortages six months from now, and urged Con- 
cal- wer oe Nov. 137 110 143 133 gress at the earliest possible date to lengthen this 
onal urable Goods, Mir.—___ Nov. 198 191 341 215 extension of authority beyond June 30. Otherwise, 
allar, Non-Durable Goods, Mfr_______ Nov. 160 155 173 14 the approach of June 30 may lead to hoarding 
‘only CARLOADINGS—t—Total Dec. 29 506 688 585 833 and delayed production and distribution of goods 
asis, Manufactures & Miscellaneous. Dec. 29 234 309 296 379 until that date has passed. “This would add a new 
eral Mdse. L. C. L. Dec. 29 88 105 84 156 cud deceens tetas tates t0 
Grain Dec. 29 35 46 36 43 ee ny vee TO oa Cee 
rage already existing." The admonition should be 
ELEC. POWER Output (K.w.H.)m Dec. 29 3,759 4,239 4,226 3,267 heeded. 
SOFT COAL, Prod. (st) m Dec. 29 7.0 11.0 8.4 10.8 * * * 
Cumulative from Jan. |____ Dec. 29 574 567 620 446 
ding Stocks, End Mo Noy. 48.9 48.0 64.0 61.8 Net Income reported for 9 months by 261 lead- 
aled PETROLEUM—(bbls.) m ing industrial corporations was 3% ahead of the 
onth Crude Output, Daily__ Dec. 29 45 45 4.7 4.1 like period last year. Among industries reporting 
Gasoline Stocks Dec. 29 95.2 91.9 86.8 87.8 better than average gains were Iron and Steel 
Fuel Oil Stocks Dec. 29 42.4 41.5 56.9 94.1 Fabricators, up 18%; Pulp Producers, 22%; Petro- 
Heating Oil Stocks. Dec. 29 36.7 38.9 38.7 54.8 leum, 24%; Furniture, 30%; Brick and Clay, 29%; 
3% LUMBER, Prod. (bd. ft.) m Dec. 29 167 314 302 632 Cement, 12%; Food, 25%; Tobacco, 12%; Liquor, 
s of Stocks, End Mo. (bd. ft.) b. Dec. 2.9 3.2 3.3 12.6 | 30%; and Drugs, 13%. Declines of 10% or more 
ard- STEEL INGOT PROD. (st.) m Nov. 6.25 5.60 7.28 6.96| were reported by Iron, Coal, Auto. Equipment, 
rial Cumulative from Jan. |____ Nov. 73.7 67.5 81.8 74.69 | Aviation, Mining, Paints and Varnish, Hardware, 
tore | Ff i 
iL, || | ENGINEERING CONSTRUCTION _ 
AWARDS (en) $m Jan. 3 43.3 26.3 28.8 93.5 * * #* 
oan Cumulative from Jan. |__-_ Jan. 3 43.3 2,290 28.8 5,692 t . 
5 of Owing to extra labor involved in our customary 
MISCELLANEOUS annual revisi f the Common Stock Index, it 
a Paperboard, New Orders (st)t............. Dec. 29 97 122 110 165 has aero neon in Seite aed . “ 
Waste Paper Stks., End Mo. (st)t...... Oct. 204 187 187 167 ; Se a ee eee ee 
Hosiery Production (pairs) m............... Oct. 148 131 138 150 Jan. 5 in the present issue; but indexes for Dec. 
Jan. Footwear Production (pairs)/m............. Oct. 37.1 41.6 38.5 34.8 | 29; and Jan. 5, 12, 19 will appear in our next 
ble; Hide & Lthr. Stks., End Mo. (hds.)m Oct. 13.0 12.6 11.5 C0) ae 
ges Portland Cement Prod. (bbls.) m......... Oct. HH. 9.8 9.2 14.9 
and 
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Trend of Commodities 


Commodity indexes, both spot and futures, reacted since 
our last issue and then recovered part of the loss, with cash 
prices rising to near their previous highs. The Agriculture De- 
partment's indexes of parity prices and prices received by 
farmers, as of Dec. 15, were both at new 25-year highs. 
Washington's planners are surprised at this strength and are 
abandoning their original intentions of removing all food sub- 
sidies by June 30. Fearing the political consequences of a 
sharp hike in the cost of living A son the time congressional 
campaigns swing into high, Stabilizer Collet now expects to 
ask Congress to extend food subsidies past the June 30 dead- 
line he set last November, particularly on meat, dairy prod- 
ucts, flour and sugar. Undaunted by previous lack of fore- 
sight, however, the Agriculture Department is now taking an- 


other chance at forecasting and predicts that food surpluses 
may be large enough by early 1947 to demoralize markets 
for farm products. The most serious surpluses are expected to 
develop in flour, cereals, eggs, butter and fats, tomatoes, 
citrous fruits, dry beans and peas, potatoes and peanuts. 
Wanna bet? How about the law compelling Government 
price support through 1948 and the probability that inflation- 
ary forces will continue to boost parity prices? Inept ceilings 
are creating a stock-feed crisis, black markets in beef, and are 
squeezing butter out of the market. Farmers are withholding 
wheat from market—not, as propagandists hinted, to take 
advantage of lower 1946 taxes; but in hopes that wheat ceil- 
ings will be raised. And now the OPA wants a ceiling on 
cotton. Somehow it doesn’t make sense. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 


Date 2Wk. | Mo. 3Mo. 6Mo. Yr. Dec.6 
Jan.5 Ago Ago Ago Ago Ago 194l 
28 Basic Commodities... 186.8 187.0 187.1 185.5 183.7 183.1 156.9 
1! Import Commodities... 168.9 168.9 168.9 168.9 168.9 168.7 157.5 
17 Domestic Commodities__ 199.5 199.7 200.0 197.1 193.9 193.1 156.6 


Date 2Wk. | Mo. 3Mo. 6Mo., 1 Yr. Dec.6 
Jan.5 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural _ 231.9 232.7 233.3 229.1 227.2 224.9 163.9 
12 Foodstuffs 212.2 212.6 213.1 209.8 209.2 207.8 169.2 
16 Raw Industrials 169.7 169.7 169.6 169.0 166.5 166.4 148.2 
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Average 1924-36 equals 100 





1945 1944 1943 1942 1941 1939 1938 1937 
106.41 98.13 96.57 88.88 84.60 64.67 54.95 82.44 
Low 93.90 92.44 88.45 83.61 55.45 46.59 45.03 52.03 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1945 1944 1943 1942 1941 1939 1938 1937 
High _____. 98.9 97.6 496.0 89.1 85.7 783 65.8 93.8 
Low 96.7 94.9 89.3 86.1 743 61.6 57.5 64.7 
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Preview of 1946 Trends 
in the Making 





(Continued from page 439) 


demand and purchasing power 
will again become operative in 
more conventional manner. It is 
these factors, then, which de- 
serve major attention. Broadly 
speaking, if they can be kept in 
proper balance so that corporate 
income will be adequate to cover 
all costs with a suitable margin 
to conserve invested capital and 
provide adequate profits, a high 
level of prosperity can undoubt- 
edly be attained. But achievement 
of such an equilibrium will be no 
small task; certainly it cannot 
be done over night and therein 
lies a potential source of ‘“‘upsets” 
which may affect not only smooth 
transition but also impair the 
volume of business during the 
“eatching-up” period. 


Price outlook confusing 


As we know, the outlook for 
prices at the moment is quite 
confusing. Never were we con- 
fronted with such powerful and 
yet contradictory economic in- 
fluences as today with the forces 
of inflation on the one hand and 
the forces of deflation on the 
other. Never has there been such 
fantastic productive capacity; 
never such great effective de- 
mand. It is virtually certain that 
these opposing forces will stage 
a great tug-of-war during the 
year ahead. The final outcome 
will depend on the actions of 
Government, labor and manage- 
ment; together they have it in 
their hands to strike the proper 
balance, to achieve at least a 
workable equilibrium whereon to 
build for future stability. 

During the coming year, the 
chief inflationary forces will be 
the relative scarcity of civilian 
goods, particularly consumer 
goods, and the huge supply of 
purchasing power in the hands 
of the people. Stepped-up produc- 
tion is the only effective antidote, 
and anything that impedes pro- 
duction feeds inflation. 

The principal forces of defla- 
tion arise from the decrease in 
national income due to the war’s 
end, increased if temporary un- 
employment and the uncertainty 
of finding “satisfactory” new 
employment (that is at high 
wages) which for a time may dis- 
courage consumer spending. 


JANUARY 19, 1946 


The latter leads up to another 
type of uncertainty, centering on 
consumer attitudes generally. 
Savings of the public are high, 
estimated in excess of $125 
billion. Income payments, while 
declining from wartime peaks, 
remain substantial, making for 
continuance of great excess pur- 
chasing power of the public. 

The big question of course is: 
What will the, public do with it 
under given conditions? Will 
people rush to spend their sav- 
ings so as to get the goods they 
haven’t been able to obtain for 
four years? Or will they be 
cautious and hold on to the bulk 
of their savings? Will they resist 
rising prices for consumer goods? 
Public psychology, in other words, 
will be an important factor. Its 
spending mentality will be largely 
conditioned by the economic en- 
vironment. 

A great buying scramble might 
easily break down our price 
structure, regardless of controls, 
with severe inflationary implica- 
tions and the prospect of an 
equally sharp slump once deferred 
demands are met. Hoarded sav- 
ings, on the other hand, might 
greatly impair expected boom 
potentials, result in a substantial 
decline in business below widely 
held anticipations and thus re- 
duce general purchasing power— 
based on income payments — 
much sooner than _ otherwise 
probable. It must be added, how- 
ever, that for some time at least, 
the factors making for economic 
expansion are undoubtedly pow- 
erful enough to maintain produc- 
tion and trade levels considerably 
above prewar. 


Pending settlement of labor 
troubles, our economy should 
manage to get along at or near 
present levels unless the situa- 
tion deteriorates drastically. A 
series of big strikes paralyzing 
a large sector of industry could 
easily cause the latter to halt 
expenditures and by the same 
token, leave consumers—that is 
workers—with little to spend. In 
such an event, a revision of the 
immediate outlook picture would 
be in order. 


For the convenience of our 
readers, we are listing and 
briefly summarizing the principal 
factors shaping the future out- 
look, both favorable and unfa- 
vorable from the standpoint of 
economic progress and stability. 
They round out the broad tableau 





NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Amer- 
icans. This is number eighty-six of a series. 


ScHENLEY Distitters Corp., New York. 


Colonial Taverns 


In a recent article we told you about 
the first recorded tavern in New Am- 
sterdam under Dutch occupancy way 
back in 1642—over three hundred years 
ago. Then, as new colonies were es- 
tablished there were more taverns and 
each played an important part in the 
social life of the community. 


Before and during the Revolutionary 
War we find many men of substance 
and character the proprietors of tav- 
erns. Note some of these illustrious 
names—Samuel Adams, often referred 
to as the “Father of the Revolution”; 
Generals Putnam and Sumner; Ethan 
Allen, one of the immortals of the Revo- 
lution; and then earlier, there were Wil- 
liam Penn and many more whose names 
are forever linked with the very founda- 
tion of America. 


Here in New York we still have 
Fraunces Tavern and Ye Olde Chop 
House. After the capture of New York, 
General Washington on many occasions 
made Fraunces Tavern his headquarters. 
In Philadelphia, too, there was a famous 
tavern, the Indian Queen, where Thomas 
Jefferson was living when he framed the 
first draft of the Declaration of Inde- 
pendence. Thomas Paine is reported 
to have drawn up its prototype, also in 
a Philadelphia tavern. 


Well, there have been many stirring 
days in the life of this nation. We have 
them with us now, haven’t we? And, 
we daresay, mine host in his colonial 
tavern had his problems, too, because 
as far back as earliest records we find 
both use and abuse of the good things 
in life. 


There-is a lot of agitation today, as 
always, on the subject of “wet” and 
“dry”, but we, like many another coun- 
try have tried the experiment of pro- 
hibiting the sale of alcoholic beverages. 
What we actually accomplished was 
prohibiting the Jegal sale. The illegal 
sale and all of its accompanying horrors 
are still fresh in our memories. We don’t 
think America wants another dose of that! 


MARK MERIT 


OF SCHENLEY DistiLLters Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave., New York 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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SULPHUR IN 1946 


Industry will have a plentiful supply of Sulphur in 1946 to help 


speed the flow of goods to civilians. 


Shipments of Sulphur to war industry have been maintained at 


record heights during the past five years. Today, peacetime 


industrial and agricultural needs are replacing the wartime uses 


which ended with V-J Day. 


1946 promises to be an important production year for such 


Sulphur-consuming industries as rayon, paper, fertilizer, chemi- 


cals, steel, high octane fuel, synthetic and natural rubber. For 


these and others, now turning from military to civilian needs, pro- 


duction and stocks are ample to meet every anticipated demand. 


FREEPORT SULPHUR COMPANY 


122 East 42nd Street 


© New York 17, N. Y. 

















For Speculation 


We Offer: 


| GASPE 
B lL VENTURES, LTD. 


Price 60¢ per Share 
r for Prospectus 


ke 
Ask your bro obligation. 


: —no 
or write to us 


TELLIER & CO- | 


Established 1931 
New York 4, N.Y. 


42 Broadway, creen 9.7946 


Tel. BOwling 











COLUMBIA 
ssn t GAS & ELECTRIC 
x CORPORATION 
x The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 77, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 67, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 56, quarterly, $1.25 per share 


payable on February 15, 1946, to holders of 
record at close of business January 19, 1946. 





Dace Parker 


January 3, 1946 Secretary 
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(Continued from page 477) 


presented both in this article and 
in a similar study in our last 
issue. There will of course be 
considerable variance of impact 
on individual industries of cur- 
rent trends and those in the 
making, 1946 prospects of indi- 
vidual industries are discussed 
in detail elsewhere in this issue. 
The foregoing should offer a use- 
ful background for this industrial 
preview. 


All in all, even when discount- 
ing a good deal of prevailing 


| optimism, 19146 still looms as the 


most piosperous peacetime year 
in our history, regardless of 
strikes and supply troubles, and 


| of the contradictory forces that 


| temporary 


will be at work such as higher 
prices and growing competition, 
unemployment and 
greater buying power, fear of «in- 
flation and fear of deflation, the 
pressure to abandon price con- 


| trols and the urge in the interest 


of price stability, to maintain 
them in specific fields. 


American Locomotive 
vs. 
Baldwin 





(Continued from page 460) 


tant diversified interests, as is 
equally tiue for its competitor. 
Among other subsidiaries, ALCO 
owns companies making springs, 
forgings and steel ingots for gen- 
eral industrial use, and through 
ALCO Products Division it has 
become an important factor in 
the field of oil refinery equipment. 

In discussing balance sheet 
items, attention is called to the 
fact that in our table, figures for 
ALCO are as of June 30, 1945, 
six months later than the avail- 
able ones for Baldwin. Accord- 
ing to the statistical exhibit, 
large inventories and heavy tax 
reserves have pressed rather 
heavily upon working capital in 
both cases, although the posi- 
tion of ALCO is slightly the more 
comfortable. From proceeds of 
new common stock sold last year 
and by redemption of $1.2 million 
tax bonds by the Government, 
working capital of Baldwin, how- 
ever, must recently have been 
enhanced to the tune of about 
$10 million, placing it in a strong- 
er position than ALCO as to cur- 
rent ratio. Due to the fact that 
products are largely made to or- 
der in the locomotive business, 
relatively less working capital is 
required than in many other in- 
dustries from the _ operational 
viewpoint, although the cyclical 
nature of the business entails a 
wise build-up of cash reserves 
with which to carry through in 
dull times. 

From annual sales of under $40 
million by each concern for a 
decade prior to the war, volume 
of ALCO soared to a reak of $428 
million in 1943, receding to $312 
million in 1944, while ton sales of 
Baldwin occurred in 1944, reach- 
ing a level of $225 million. Despite 
the difference in volume, however, 
Baldwin’s operating margin of 
15.8% compared with 9.8% for 
ALCO, enabling it to show an 
operating profit of $38 million 
against only $33.5 million for its 
competitor in 1944. But Baldwin’s 
taxes amounted to $31 million 
against $21.8 million for ALCO, 
reducing final net earnings to $5.6 
million and $8.6 million respec- 
tivelv. Thus on a per share basis, 
ALCO’s 1944 showing was $4.58 
against a $3.81 for Baldwin. Both 

(Continued from page 484) 
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keeping Abreast of Industrial 
CS aed Company News + 


Following a recent interview with President Truman, Emil Schramm, president ~ 
of the New York Stock Exchange, made this comment; "The market in itself is not 
inflationary. It will, of course, reflect the trends whatever they may be." 

Croil Hunter, president of Northwest Airlines, announcing the company's plans 
to spend $7 million for new equipment and facilities, added that the company 
contemplates the purchase of planes carrying 80 to 100 passenger, which it may be 
able to obtain before the end of 1946. 


At the annual meeting of the stockholders of the Chemical Bank & Trust Co. 
in New York City, chairman Percy H. Johnston made some very pointed remarks on 
current banking practices. Said he; "We view with grave apprehension the tendency 
of large commercial banks to invade the investment banking field by making long time 
loans and commitments. It is our belief that such policies. are unsound and, if 
generally followed, will bring about a non—liquid and frozen position of such 
institutions." 


M. P. McCullough, president of Masonite Corp., is authority for the statement 
that the hardboard industry has operated at capacity throughout the period of recon- 
version. It is apparent, according to him, that demand for hardboard products from 
all major channels of consumption will be larger in the years ahead than during any 
previous peacetime year. 


The annual report of Armour & Co., quotes the company's president, George A. 
Eastwood as forecasting a supply of meat sufficient to maintain plants at near 
capacity during the current year. 

Golfers and tennis players will have to continue‘to get along with balls 
made from synthetic rubber. "Crude rubber is one important material which is not now 
available," states Charles F. Robbins of A. G. Spalding & Bros., "and until it is, 
we will continue to manufacture our tennis balls and golf balls out of synthetic." 

It is a far cry from electric power system and gear boxes to frozen foods, 
but W. L. Maxson Corp. has organized a foods division which will prepare and market a 
partly cooked, frozen meal unit on a disposable plate. These will sell for 75 cents 
and $1. At the start, institutions and airlines are expected to be the principal 
outlets. 

ACF-Brill Motors has designed an air-conditioned bus. A fleet of 100 has 
been ordered by the San Antonio Transit Co. 

Keen competition among manufacturers of farm machinery is foreshadowed by the 
recent announcement of a new small tractor by Allis—Chalmers Mfg. Co. This tractor 
is designed to meet the needs and pocketbooks of farmers with farms of 40 acres and 
less. A similar tractor was previously announced by International Harvester. 

Pan-American Airways has made the first all-freight flight across the . 
Atlantic. The plane carried $41,000 worth of merchandise consisting principally of 
furs, frozen foods, and miscellaneous items of small bulk. The plane was a DC-4. 

Consolidated Vultee Aircraft has received an order from American Airlines 
for 100 of its new Model 240 transports. This was the largest order ever placed by 
@ single airline at one time. The plane will carry 40 passengers at 300 miles an 
hour. Cost, $180,000 each. 
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Robert Young, of the Chesapeake & Ohio R.R., and unsuccessful bidder for the 
sleeping car business of Pullman, “has askei for bids on 1,000 new sleeping cars. This 
is more than twice the number of passenger cars now operated by the road, suggesting 
that he may be planning to enter the car—leasing business himself. 

Reo Motors Inc., as part of its plans for diversification has announced that 
it will produce two new lawn mowers, featuring an easy adjustment for blades. One 
of these will be powered, the other for manual use. 

A coin machine for vending hot sandwiches has been perfected by General 
Electric and Automatic Canteen Co.’ Sandwiches are heated by high frequency radio 
waves. 








To be prepared for the long building boom, Celotex Corp. will spend $7 
million to enlarge its plants and other manufacturing facilities. 

Bristol-Myers Co., has announced an employee benefit plan which it 
characterizes as “the most complete and liberal in all industry." The plan covers 
Sickness, temporary and permanent disability, medical expense, unemployment and 
death benefits. The company assumes the entire expense of the plan. 

Orders for the Glenn L. Martin 202 two-engined transports continue to 
accumulate. Braniff Airways has recently ordered 18 and Penn Central Airlines 15. 
These bring the total up to 155 with an estimated dollar value of more than 
$51 million. 

Sales of California Packing Corp., in the.fiscal quarter ended Nov. 30, 
totalled $26 million, including $1.2 million of war contracts. 

Union Carbide & Carbon has developed a new synthetic motor oil which it has 
been testing in two sales areas. The oil, known as Prestone, the same as the 
company's antifreeze product, retails for 75 cents a quart. It maintains the same 
viscosity in summer and sub-zero temperatures. It is also claimed that it will keep 
motors and spark plugs free of dirt and sludge. 

? Philco Corp., is negotiating for the purchase of the large plant formerly 
occupied by Atwater Kent in Philadelphia. Delivery of the company's postwar models 
of radios and refrigerators has been delayed by parts shortages. Production of 
batteries, however, is being maintained at a high level. 

A. Hollander & Son will broaden the scope of its business to include dressing 
and dyeing of shearling sheep into "mouton", which when processed resembles the 
popular beaver fur. 

Pittsburgh Consolidation Coal is planning to embark on an intensive program 
of modernization, mechanization and promotion, seeking to regain for bituminous coal 
some of the former markets which have been lost to competing fuels. 


El Paso Natural Gas will shortly begin work on the construction of a new 
pipeline from Texas Panhandle to California. Line will have capacity of 350 million 
cubic feet; the initial flow is expected to be 212 feet daily. 


Freeport Sulphur estimates that shipments of sulphur from Gulf Coast mines 
in 1945 set a new high record, totaling 3.8 million long tons, compared with 3.5 
million tons in 1944. Company anticipates a high level of current shipments. 


Sherwin-Williams Co., one of the largest manufacturers of paints, has 
announced the development of a new D.D.T. concentrate, to be known as Pestroy, 
for the destruction of insects. 

Large expansion of the company's activities into the field of plastics is 
heralded by announcement that Libbey—Owens—Ford Glass Co. will spend $5 million to 
enlarge its Plaskon plastics division. 

Construction has been started on a new research center at gridicevdaie) Ohio, 
by B. F. Goodrich. Installation will occupy a 260-acre tract. 
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OF NEW 


Head Office 


55 WALL STREET 


THE NATIONAL CITY BANK 


YORK 


New York 





Condensed Statement of Condition as of December 31, 1945 


Including Domestic and Foreign Branches 








ASSETS 


Cash and Due from Banks and Bankers....... 
United States Government Obligations (Direct 
or Puley Comerentene) .. . .. cece 
Obligations of Other Federal Agencies........ 
State and Municipal Securities............ 
GGHerSECEIECS 5 Sone ee cb os se boa eds 
Loans, Discounts, and Bankers’ Acceptances.. - 
Real Estate Loans and Securities...........- 
Customers’ Liability for Acceptances......... 
Stock in Federal Reserve Bank............. 
Ownership of International Banking Corpora- 


(2112) 2 | aS Pn Ree as one ees rt nea AOR ee cone RD re Z 
1B) 2599 ot rane 
Items in Transit with Branches.............. 
Other Assets....... te one eee err es 

FC, Se RE Oe OEE LE APTA 
LIABILITIES 
PG DOSIC See Perf arat.n ok t cg nce eed chars Rae ea teeta 


(Includes United States War 
Loan Deposit $1,133,752,278) 
Liability on Acceptances and Bills. .$13,391,236 
Less: Own Acceptances in Port- 
SOHO eerie eae es ies are eee 5,658,171 





Reserves for: 
Unearned Discount and Other Unearned 


CORREIA Soran! och Nm enacil nc aie 
Interest, Taxes, Other Accrued Expenses, etc. 
1D Mine Cio (Cs | ARS ie a OC a eee mle ee Oem 

Capital, ccd Sao pole ee eee 000 
Surplus. ..... os nee +s 2, 900,000 


Undivided Profits. .........-...++ 29,294,238 


(In Dollars Only—Cents Omitted ) 


$1,102,106,681 


2,773,488,249 
34,671,455 
145,808,546 
79,784,670 
1,233,843,937 
5,879,312 
5,450,115 
6,600,000 


7,000,000 
30,031,968 
7,422,875 
2,284,792 
$5,434,372,600 


$5,143,422,244 


7,733,065 


1,972,546 
27,300,507 
4,650,000 


249,294,238 





$5 ,434,372,600 


Figures of Foreign Branches are included as of December 22, 1945, except 
those of Branches in the Far East possession of which we have not recovered. 
For these latter the figures are prior to enemy occupation but less reserves. 


$1,328,365,691 of United States Government Obligations and $7,973,361 of 
other assets are deposited to secure $1,242,344,155 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 





DIRECTORS 


GORDON S. RENTSCHLER 
Chairman of the Board 


W. RANDOLPH BURGESS 
Vice-Chairman of the Board 


WM. GAGE BRADY, JR. 
President 


SOSTHENES BEHN 
President, International Tele- 
phone and Telegraph Corporation 


CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 


GUY CARY 
Shearman & Sterling & Wright 


EDWARD A. DEEDS 
Chairman of the Board, The 
Nationa ‘Cash Register 
Company 


CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 


A. P. GIANNINI 
Founder-Chairman, Bank 
of America National Trust 
and Savings Association 


JOSEPH P. GRACE 
W. R. Grace & Co. 


JAMES R. HOBBINS 


President, Anaconda Copper 
Mining Company 


AMORY HOUGHTON 


Chairman of the Board, 
Corning Glass Works 


GERRISH H. MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 


GERARD SWOPE 
Honorary President, General 
Electric Company 


REGINALD RB. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 
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IBM ANNOUNCES 


the 1946 Electromatic Typewriter, 
which produces letters of distin- 
suished appearance, with a mini- 
mum of physical effort on the part 
of the operator. 

It is now on display in IBM 
offices in all principal cities 
throughout the country. We will 
be glad to furnish you with full 


information upon request. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building, New York 22, N. Y. 


TYPEWRITER 
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January 7, 1946 





This announcement appears as a matter of record only and is under no circumstances to be 
construed as an offering of these securities for sale or as a solicitation of an offer to buy 
any of such securities. The offering is made only by the Prospectus. 


217,384 Shares 


Union Asbestos & Rubber Company 


Common Stock 
$5 Par Value 


Offering Price $17.50 per Share 


Copies of the Prospectus may be obtained in any State from only such dealers participating in 
this issue as may legally offer these securities under the securities laws of such State. 


Kuhn, Loeb & Co. 


























Would you like to 


= check ur invest- 
Post-war check your inves 

that of Babson’s? 
Investment 1°. clip this aa. 


vertisement, send it 
to us with a list 
of 7 securities you 


Strategy own. We'll tell you 


whether our strategy is to Hold or Switch. 
No cost or obligation. Write Dept. 


BABSON’S REPORTS 


Weles.ey Hills 82, Mass. 














$4.400 WILL BUY 
$5,000 vase OF BONDS 


Legal for Savings Banks or Trust Funds 
Income $230—Yield 5% 
WRITE FOR INFORMATION 
Security Adjustment Corp. 


ESTABLISHED 1935 


Members New York Security Dealers Ass‘n 
16 Court St., Bklyn 2, New York. TR 5-5054 
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NATIONAL DISTILLERS 


PRODUCTS CORPORATION 








The Board of Directors has declared a regular 
quarterly dividend of 50¢ per share on the out- 
standing Common Stock, payable on February 1, 
1946, to stockholders of record on January 15, 
1946. The transfer books will not close 

THOS. A. CLARK 


December 27, 1945 TREASURER 
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American Locomotive 
vs. 
Baldwin 





(Continued from page 478) 


concerns were heavily in the EPT 
brackets, this tax in 1944 amount- 
ing to nearly $18 per common 
share in the case of ALCO and 
probably nearer $22 per share for 
Baldwin, although definite figures 
for the latter are not available. 


Had it not been for EPT, thus 
1944 net for the Baldwin shares 
doubtless would have been con- 
siderably above that of ALCO, 
an important thing to bear in 
mind in view of the elimination 
of excess profits taxes at the 
beginning of 1945. For the past 
years when reported per share 
earnings of both concerns have 
been closely similar, permitting 
moderate dividends, EPT prob- 
ably denied Baldwin the privilege 
of showing somewhat better earn- 
ings than ALCO on its common 
stock. On the other hand, reserve 
policies of ALCO have caused far 
greater deductions from income 
than has been the case with Bald- 
win, and now that peacetime con- 


ditions have returned, less pro- 
vision for contingencies may tend 
to enhance ALCO’s net. 

During 1945, in readjusting 
operations to a _ substantial 
shrinkage in volume due to war 
contract cancellations, a moderate 
decline in net for both concerns 
would be natural to expect, but 
the tax cushion and other year 
end adjustments are likely to pro- 
duce final results not far different 
from those reported in 1944. 
Looking ahead, reconversion 
hurdles have long been cleared 
by the two concerns, and barring 
prolonged shortage of materials 
and/or labor difficulties, each 
company is in a comfortable posi- 
tion due to a backlog of orders 
already amounting to about $100 
million, or 150% above 1940 vol- 
ume. With widened profit margins 
in sight for both concerns and 
an assured high volume for the 
foreseeable future, prospects for 
the coming years appear indeed 
promising. 

Mindful of past volatility in 
this industry, cautious investor 
appraisal has found reflection in 
below - average _ price - earnings 
ratios for the two concerns com- 
pared with other industrials; this 
ratio currently is only 8.4 for 
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) 
OF THE CITY OF NEW YORK 
STATEMENT OF CONDITION, DECEMBER 31, 1945 
RESOURCES 
| Cash and Due from Banks . . . . « »« $1,366,233,111.69 
U. S. Government sia eau Meee ide fully 
guaranteed . .. . ae 3,078,102,718.25 
State and Municipal Diente. a a a ee 147,221,452.48 
Other Securities . . et 156,265,894.47 
Loans, Discounts and esined Mawaenionn - «  1,271,694,229.96 
} Accrued Interest Receivable . ...... 13,368,045.53 
Mortgages . . . a a a ee 8,067,962.55 
Customers’ Aopen Liahiliny a ae Te a 5,847,765.89 
a Stock of Federal Reserve Bank. . . ... . 7,500,000.00 
— Memmiee Meewees 2 ttt ee 33,785,529.44 
she Cer eet Bete. ww el ee 2,269,767.36 
re. +c & oe we ee Or 2,244,170.70 
ng $6, 092, 600, 648. 32 
ia ———— 
jar LIABILITIES 
_ Capital Funds: 
nor Capital Stock . . . . . $111,000,000.00 
ar Surplus. . s -« « « £39;000;000:00 
"O- Undivided Profits ge as 50,239,856.18 
A , $ 300,239,856.18 
nd Dividends Payable February 1 and — 1,1946 . 5,920,000.00 
oa Reserve for Contingencies. . . 4 13,638,158.44 
ls Reserve for Taxes, Interest, etc. . . . . . . 16,821,253.41 
ch Deposits. . . ae a ee ee 5,742,179,805.89 
3i- Acceptances Outstanding - - $ 9,341,045.22 
0 Less Amount in Portfolio . ___ 3,022,521.90 6,318,523.32 
y1- Liability as Endorser on Acceptances 
ns ea@Toewiee Mee .. 2 6 ee te ee 46,153.27 
- ES ee eee 7,436,897.81 
md $6,092,600,648.32 
ed 5 _ 
: United States Government and other securities carried at $1,534,786,096.94 are pledged 
m to secure U. S. Government War Loan Deposits of $1,254,201,980.98 and other public 
a funds and trust deposits, and for other purposes as required or permitted by law. 
og Member Federal Deposit Insurance Corporation | 
is 
or vont es ice an 
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CALL FOR 


PHILIP MORRIS 








YES SIR! 


THE CIGARETTE PROVED 
LESS IRRITATING TO 
THE NOSE AND THROAT, 
—THE CIGARETTE THAT’S 
FINER-TASTING...THAT’S 
BETTER TO SMOKE! 




















American Locomotive 
vs. 
Baldwin 





(Continued from page 484) 
ALCO and 8.9 for Baldwin, and 
dividend yields are 4.2% and 
4.4% respectively, not unattrac- 
tive under current conditions. The 
time will come, doubtless, when 
orders for locomotives will again 
sharply contract, but that prom- 
ises to be a good many years off; 
the clearly indicated prosperous 
interval thus far has been only 
modestly discounted marketwise. 

The shares are still selling con- 
siderably below their 1937 highs 
and should give a good account 
of themselves marketwise, once 
postwar potentials begin to as- 
sume more concrete form. Like 
most capital goods company 
shares, they have been lagging 
behind the market. Of the two, 
Baldwin may have a slight edge 
as to market potentials—because 
of its simpler financial structure 
and certain operating advantages. 
But ALCO should do well, too; 
appreciation potentials are by no 
means lacking; certainly they are 
far from overdiscounted. 
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Re-Evaluating The Rails For 
Peacetime Potentials 





(Continued from page 449) 
other competing forms of trans- 
portation, but until a_ better 
idea of results can be had, this 
phase of the outlook must re- 
main largely an unknown factor, 
not to be too strongly counted 
on in the earnings prospect. 

Of more immediate consequence 
are the demands of railway work- 
ers for a 25 per cent increase in 
wage rates. 

Wage negotiations were started 
late in 1945 but because of the 
requirements of the Railroad 
Labor Act, no final settlement is 
expected before late Spring. Most 
observers of the railroad scene 
expect that demands will be set- 
tled by granting an increase of 
10 per cent. That this would be 
acceptable to union negotiators is 
suggested by the fact that the 
present average straight time 
rate compares favorably with 
that in most other industries. 

But even a 10 per cent increase 
in wage rates, not compensated 
for by an increase in freight 
rates, would have considerable 
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impact upon net income. ExcefWeen : 
in years of abnormal traffic v@ CFT 
ume, railroad payrolls absop™& Cal 
between 40 and 45 per cent j But 
gross revenues. Even in the bqwill ma 
ter prewar years, net incoming, th 
after fixed charges amounted fearnins 
only 2 to 4 per cent of gross. the fin 
1940, it was about 5 per cent fflecting 
gross revenues. tized k 
ticular’ 
should 
to whe 
That the roads will be grantgrails w 
some increase in freight ratdpeaceti 
however, is not wholly unlikeljthe es 
In March 1942, an average ijwhich 
crease of 4.7 per cent in freigling ta 
rates was given the roads. Thjbeen 1 
increase, however, was suspenfsevera 
ed in May 19438. Originally, it wabut a 
to remain in effect until sjmust | 
months after the end of the wi 
and inasmuch as the war has 1 R 
yet been officially terminated 
Congress, it would be possilf This 
to reinstate the increase asfther p 
temporary expedient. Any actidtion o! 
on rate increases, however, fership 
likely to lag several months lfdence 
hind wage increases. better 
In the meantime, several coy holder 
bining factors will provide a sugcome | 
stantial “cushion” for railway nq ment 
income, and current comparisog hopes, 
with 1945 are not likely to sysion 1 
fer greatly. These factors inclug "sing 
the elimination of excess profi ties, — 
taxes and amortization chargd/egisla 
and a substantial reduction }Congr 
overtime payments. a bill } 
In 1944, Class I railroads paj"eturt 
over $1 billion in excess profi '024S 
taxes. This year they will be lig 2V°T! 
ble for income taxes only, arf Past : 
at the rate of 38 per cent. Moy ©° 
roads doubtless elected to wri ‘hare 
off all remaining unamortiz4 Dill. 1 
balances for wartime emergenq bUTieC 
facilities in the final four mont Prev 
of 1945 in order to obtain ty®S . 
advantage of substantial tq Pre™ 
credits. In 1944, the carriers paj @tive 
out $489 million in overtime ay ‘hing 
in the first half of 1945 the figuy 2°t @ 
was $260 million. With the cif Pendi 
cumstances which made theq ™aint 
payments necessary largely mit 4¢@W? 
gated this year, a considerabj Jor 
saving is possible. adjus 
Referring further to the amo si 
tization of wartime emergen them 
facilities, it was originally inten 
ed that such facilities would } 
written off over a five-year perio 
Following V-J day, it was rule The 
that all unamortized balanc¢ agem: 
could be charged against 194 non | 
earnings. The result was to estal optim 
lish tax credits estimated at bé 









Price earnings ratios 
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Excefween $300 and $400 million, and 
ffic ve corresponding addition to work- 
absogng capital. 
cent § But while 1945 balance sheets 
‘he bawill make a very impressive show- 
incoming, they will not be matched by 
nted farnings reports. Net income in 
ross. the final months of last year, re- 
cent #lecting the absorption of unamor- 
tized balances, will make a par- 
ticularly poor comparison and 
should not be regarded as a clue 
to what may be in store for the 
rrantdrails with a further extension of 
; ratdpeacetime conditions. In making 
nlikethe estimates of 1945 earnings 
age ijwhich appear in the accompany- 
freigling tabulation, an attempt has 
s. Thibeen made to take all of these 
ispenfseveral factors into consideration 
, it wabut a possible margin of error 
til sjmust be admitted. 







he wi 

nas i Reorganization Progress 

ited | 

ossilf This year should witness fur- 
» asfther progress in the reorganiza- 


acti¢tion of those roads still in receiv- 
ership. Confronted with the evi- 
dence of improved finances and 
better earnings, junior security 
mholders of these roads have be- 
come hopeful of more liberal treat- 
ment in reorganization. These 
hopes, which have found expres- 
sion in increasing speculation at 
rising prices in this class of securi- 
ties, have been encouraged by 
legislation introduced in Congress. 
Congressman Reed has introduced 
a bill providing for the immediate 
return to old stockholders of all 
roads in reorganization whose 
‘average annual earnings over the 
past seven years were sufficient 
to cover average annual fixed 
‘Icharges. There is also the Hobbs 
bill, passed by the House but 
buried in the Senate, designed to 
prevent elimination of stockhold- 
ers in reorganizations. The 
premise on which these legis- 
ilative efforts to salvage some- 
thing for stockholders rests is 
not a sound one. Proponents of 
‘pending plans of reorganization 
maintain that plans have been 
drawn up on a careful appraisal 
of longer term prospects, and to 
adjust and modify them to reflect 
current and temporary conditions 
would only result in weakening 
them and cause costly delays. 





ld | Cautious Optimism 

erio 

a The attitude of railroad man- 
ery agement toward the 1946 outlook 
re can be described as cautiously 


| optimistic. The recent action of 
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Nation-wide television is an imminent postwar 
promise—thanks to coaxial cable . . . and copper! 
Already, a network of coaxial cable for telephone 
and television transmission is being constructed by 
the American Telephone & Telegraph Company— 
by the end of 1945 it will be well under way from 
New York to Dallas, and early in 1947 it should 
be completed to Los Angeles. 

This will enable you to see, on the screen of your 
television set, the features you now only bear on the 
radio .. . news events and sports broadcast over a 
coast-to-coast network. 


Coaxial cable can carry the celevision impulse ayy 
required distance, effectively linking any number of 
stations into a network. Appropriately, this coaxial 
cable consists of a core of copper wire within a 





AnaConoA 


| ANDES COPPER MINING COMPANY 
CHILE COPPER COMPANY 
GREENE CANANEA COPPER COMPANY 





TELEVISION WILL GO COAST-TO-COAST 


with Copper 


copper tube, both highly resistant to corrosion and 
impervious to rust. 


Because of its excellent electrical conductivity, 
copper is used wherever electricity is generated and 
transmitted. Copper and its alloys, brass and bronze, 
are tough and strong, yet readily worked . . . qualities 
which make them essential to many industries. 


The illustration shows a plow-train burying lead- 
sheathed coaxial cable. The cable contains six coax- 
ial units and about 50 pairs of telephone wires. The 
initial coaxial system is capable of transmitting a 


frequency band up to about 3,000,000 cycles. Is also 
permits transmission of 480 simultaneous telephone 
conversations over each pair of coaxial units with- 
out mutual interference. 


ANACONDA COPPER MINING COMPANY 


THE AMERICAN BRASS COMPANY 
ANACONDA WIRE & CABLE COMPANY 
INTERNATIONAL SMELTING AND REFINING COMPANY 


45343 
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directors of Northern Pacific in 
declaring a year-end dividend of 
$1, the same as paid in the pre- 
vious three years, would seem to 
bear this out. Railroads have come 
from behind the “8 Ball’ during 
the war and earned a lot of good 
will for themselves, and railway 
management is determined to re- 
tain as much of this good will as 
is possible. But management is 
also alive to the fact that despite 
any effort which they can make, 
their wartime showing was made 
possible in large measure by cir- 
cumstances and conditions which 





will be eliminated or largely inef- 
fective in peacetime setting. The 
roads seem assured of several 
years of well sustained traffic, on 
a par at least with the best of the 
immediate prewar years, and will 
make the most of it. Despite the 
accumulation of considerable fi- 
nancial “fat,” dividend policies 
will probably continue more con- 
servative than otherwise, Finan- 
cial security is something that 
management will be reluctant to 
relinquish as long as the memory 
of the Thirties remains vivid. 
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LATH...METAL PRODUCTS 
PLASTER...WALL PAINT 
LIME...SOUND CONTROL 
INSULATION...WALLBOARD 





HOW BUILDING 
AND MODERNIZING... 





will lead us to postwar prosperity! 


HE AMERICAN HOME IS AMERICA’S BACKBONE! Conservative estimates 
set the demand for new homes at a millon a year for the next ten years. 


At first glance this might seem like anything but a conservative estimate. 
But not after you consider the following facts: (1) Practically no new homes 
have been built for four years. (2) There have been big increases in both the 
marriage and birth rates during the last four years. (3) A large portion of 
our millons of returning servicemen and women want their own homes. + 


In addition, there’s the home modernizing field—a tremendous market in 
itself. Of the 37 million homes in existence, 45% of them are out of date. 
Over 30% haven’t bathrooms. Repairs, needed in almost every building, 
can now go ahead ... creating the greatest modernizing activity in history. 


Architects, contractors, builders and painters will have to work to capac- 
ity to satisfy this demand. Home furnishings manufacturers will also be 
working overtime to keep up. Other businesses will also benefit. 


Because this prosperity will be spearheaded by the building industry—in 
which National Gypsum plays a large part—we have felt a responsibility to 
return to peacetime production as quickly as possible. At war's end there- 
fore, our 21 plants reconverted almost overnight. Now, each of the 152 
building products bearing the famous name Gold Bond are again available. 
Not enough to supply the demand, but carloads of them have been received 
by thousands of lumber and building material dealers everywhere. America’s 
march to prosperity is on! National Gypsum Company, Buffalo 2, N. Y. 























Which Industries? 


(Continued from page 443) 
domestic industry should further 
perk up though there is of 
course no question of even faintly 
approaching wartime sales levels. 
But several years of exceptional 
peacetime volume and profits are 
expected. For the moment, new 
production is also hampered by 
inability to obtain a steady flow 
of necessary components because 
of labor shortages in the castings 
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trade but this handicap should 
be overcome by midyear. 

While operating income will 
drop sharply during the forepart 
of the year at least, tax relief 
will largely compensate for this 
and profit declines, if any, will 
be moderate. Over the longer 
term, heavy demand prospects 
point to sales and earnings well 
above prewar peaks. The position 
of special machinery manufactur- 
ers whose output was curbed dur- 
ing the war, appears most favor- 
able; this includes producers of 
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IS THIS THE BEGINNING OF 
A NEW BROAD RISE? 


In view of the sharp upthrust of the 
past few days, are investors and trad- 
ers warranted in assuming that re- 
sumption of the Primary uptrend is at 
hand, or is it probable that a little 
more ‘‘digestion’’ will be necessary be- 
fore an even more explosive phase mani- 
fests itself? These timely questions are 
answered in our latest Bulletin. 

Early last month readers were coun- 
seled to watch for two rally Key Dates 
—one from December 27 to 31 and the 
other, January 7th to 10th. Remember 
that our Key Periods for advances and 
declines are given weeks and months 
ahead. 

IF YOU OWN ANY OF THESE STOCKS 
—you should read our Bulletin comments 
on the following issues: 

American Radiator, Loan, 
B. . Pfd., Certain-teed, Cluett 
Peabody, Crane, Erie, Gair (Robert), 
Graham Paige, Hayes Mfg.. Houston 
Oil, Int. Tel. & Tel., Inspiration Copper, 
Jones & Laughlin, Laclede Gas, National 
Lead, Nash-Kelvinator, Otis Elevator, 
Revere Copper, Southern Pacific, Vana- 
dium, as well as comment on Western 
Union. 

Obtain Low-Rate Trial Subscription Now: 
To seriously-minded new readers only, 
we will send (1) Bulletins containing 
nearby important Key Dates, which are 
prior to our cyclical projection of the 
coming sweeping rise, (2) names of low 
and medium-priced Special Situations 
for price appreciation, and (3) our cur- 
rent and next three Bulletins—all on 
POC OLVOMY. i650 .cloccevieimciesca ner $10 


STOCK TREND 
SERVICE 


Div. M-19 Springfield 3, Massachusetts 


Beneficial 














commercial laundry, cigar, cigar- 
ette, show making, mining, food 
processing machinery and oil field 
equipment. Construction machin- 
ery companies should do well as 
building activity rises and publi¢ 
construction projects are being 
pushed. 

The generally favorable out- 
look of late has led to more 
liberal appraisal of machinery 
company shares though the ma- 
jority is still behind the market. 
Normally highly speculative and 
sensitive to cyclical conditions, 
they are selling at fairly moderate 
price earnings ratios, with better 
than average yields. In the forth- 
coming period of active capital 
goods investment, the machinery 
industry should fare well, and 


this should find progressive re-} 


flection in market prices of ma-} 
chinery equities. 

One field, that of farm ma- 
chinery, temporarily at least had 
to lower its 1946 production 
sights, chiefly due to shortages 
and strikes. Early expectation of 
record output had to give way to 
volume programming consider- 
ably below the previous peak in 
1941, despite large deferred de- 
mand which it will take several 
years to fill. But by 1947, an an- 
nual output of $1 billion is an- 
ticipated—with two or three years 
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ee | 
oe of record profits in sight. Though 
| near-term recovery is impeded, 
tax relief will lift 1946 net with 
a. subsequent record earnings an- 
rad- ie er 
- re-|P ticipated. In addition to heavy 
litte || domestic demand, unusually 
y be- |f heavy foreign orders are in sight, 
nani- te . 

s are |f adding to overall potentials. How- 
‘oun- |p ever, Competition is likely to be 
Pates /T keen, and many new types of 
mber machinery and implements will 
nth | appear on the market. It will be 


a battle royal but for a consid- 





nents erable time ahead, there will be | | 
oan, || heavy and profitable business for | 
luett | all makers. Perhaps due to the 
iston | competitive angle, current prices | 
pewai |) for agricultural machinery stocks 

ator, |f fail to reflect fully the industry’s | 
stern |} promising outlook and shares of | 
vow: |} leading companies retain a good | 
only, 1 deal of appeal. | 


' fre |} METALS: Contrary to earlier fears 

low |f of oversupply of most metals with | 

cur-|f the war’s end, it now appears | 

1 |} that domestic production in most | 
instances will fall short of indus- | 

trial demands. Foreign sources | 

will continue to have to supple- | 

at ment, as well as generous drafts | — 2 

——j} on Government stockpiles. The | THIS LOOKS LIKE A WAR PICTURE but it's right here in the U.S. A. It shows a part of a telephone 








__—f lead shortage is most acute. The cable-laying job. We're pianning to install 2,100,000 miles of Long Distance circuits within a year. 
igar-| copper stringency would be felt 
food} more intensely if labor shortages 
field} in consuming industries, and pro- Long Distance calls are still at a high level 
shin-} duction lags due to strikes, and there’s still pressure on the wires. But 
ll as} weren’t limiting current demand we’re on the way to giving you more and 


4 
ublic} for the red metal. Zinc is in some- lots ot action better service than you’ve ever had before. 
eing} what better supply. Higher prices 
for all three may eventuate as | Telephone factories are turning out equip- 
out-} soon as Government subsidy pay- | on the ment for peace with the same speed that 


nore} ments end. : 
: — , they turned it out for war. All over the 
nery| _ Reflecting this situation, metal land, telephone men are laying cable, 


ma-} shares recently have staged a be- Di : . . . 
dcet,| lated comeback, though inflation- Long istance installing switchboards and working on 


and} ary sentiment and expectations new telephone buildings for the nation’s 





ons,} of ultimate effective surplus con- increased needs. 

rate} trol to minimize later oversupply front Seams 

tter} problems also had their part. In It’s a tremendous job and it will take some 
rth-}| best position are low-cost pro- time and a lot of money. But we’re going 
oital} ducers and companies with en- | at it, eagerly and efficiently, with every 
1ery| trenched positions such as the | resource at our command. 


and — copper concerns which | 

re-| Should be able to operate profit- 

ma-| ably under full peacetime condi- SS SS eee ne 
tions despite tariff and competi- | 

ma-| tive uncertainties. 1946 earnings  ~ 


had} should hold up well and dividends 





z Rear sales volume estimated at $77 after a possibly slow start 1946 
tion Fito lot — maintained billion to as high as $80 billion as a whole will see a continued 
ee ” - compared with 1945 sales of some boom in cnosumer demand. Mer- 
a“ ‘ MERCHANDISING: Nowhere per- $74 billion. This should mean ex- _chandising supplies for the second 
y ‘0} haps are prospects as impressive cellent business for all branches half of the year will be ample 


der-} as in the merchandising field. The of retailing. Little wonder retail- | (though many shortages will con- 
Pm blie’s buyi i - rs ar timisti d are budget- tinue during the first half); cur- 
de-| Dublic’s buying power is enor- ers are optimistic and are gi ' gt ; 

|| mous, and accumulated needs ing some $2 billion for expansion rent inventories are rather low 
era’) great. If industry will turn out and modernization outlays. and the free-spending Christmas 


4N-! the goods, retail trade in 1946 Though labor, production and season has swept most store 
i“ <| Will top last year’s high record pricing problems remain to be _ shelves clean of the bulk of in- 
"aTS! by 5% to 10%, with prospective solved, they are confident that ferior wartime goods, hence in- 
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... for both producers and consumers ? 


Naturally our primary considerations are quality and de- 
livery... but supply and demand is also an important 
factor. On Caustic Soda, Soda Ash, Bicarbonate of Soda, 
Ammonia and Chlorine, we are already heavily committed for’46— 
and there’s almost no chance of increasing production this year. 


The only logical policy for us to follow is to cut our cloth to fit 
the pattern —to fill our monthly contract quota for each customer. 
That was our war-time policy—and it worked so well that we 
were able to meet all commitments. 


We'll not have enough of our basic products this year to supply 
all the consumers who would like to use Mathieson Chemicals .. . 
but we promise our best efforts—in quality and service —to those 
to whom we are committed. 


What's the 
Alkali-Chlorine 
Situation for ’46 










THE MATHIESON ALKALI WORKS (Inc.) 
60 East 42nd Street, New York 17, N. Y. 





athieson 


CAUSTIC SODA « SODA ASH « LIQUID CHLORINE « BICARBONATE OF SODA CHLORINE DIOXIDE | 
AMMONIA, ANHYDROUS & AQUA «HTH PRODUCTS e FUSED ALKALI PRODUCTS e SYNTHETIC 
SALT CAKE ¢ DRY ICE e CARBONIC GAS e SODIUM CHLORITE PRODUCTS * SODIUM METHYLATE 





ventory losses will be held to a 
minimum. Replenishment of in- 
ventories with new goods should 
accelerate from here on, and this 
should prove a definite sales 
stimulant, provided that prices 
are not excessive. 

In the circumstances, it is not 
surprising that merchandising 
shares have been great favorites 
of late. Tax relief will materially 
aid the earnings outlook, far off- 
setting a possible further nar- 
rowing of operating margins due 
to increasing costs, and record 


490 


earnings are indicated in the 
boom period ahead. This prospect, 
in conjunction with strengthened 
finances, should permit liberaliza- 
tion of dividend policies especially 
among department stores, variety 
chains, mail order concerns and 
apparel firms. A good deal of 
existing potentials has no doubt 
been discontinued marketwise but 
hardly all. This holds particularly 
true of merchandisers with an im- 
portant stake in distribution of 
durable goods, reappearance of 
which will strongly bolster sales. 


‘profits indicated. 
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In the department store field, the 
strong expansion and decentrali- 
zation trend noted for some time 
is a significant factor. 





OILS: The pretroleum industry is 
entering its first full peacetime 
year with brighter prospects than 
were generally anticipated sev- 
eral months ago, with product 
demand substantially higher than 
in 1941 though below wartime 
experience. But there are head- 
aches, too, chiefly centering on 
maladjustments in product re- 
quirements until inddustry is in JPAPER: 
high-level production. The de-fcmpan 
mand downtrend, expected tofwith p 
run until mid-1946, did not fully frecords. 
materialize in anticipated degree. |barring 
The lifting of fuel rationing }ments 

brought a surprising gain in Jand the 
domestic fuel demand while ex- }margin 
port requirements for both mili-}rate Ww 
tary and civilian purposes are {setting 
running higher than anticipated. }strikes 
But especially in the refining fages, | 
sector, problems of excess capac- }paperb 
ity remain to be coped with, }18.3 m 
while the marketing branch is up fthan 1 
against new competitive factors }just al 
and an abnormal ratio of gasoline- fand cv 
fuel oil demand, for the moment fing in\ 
severely disproportionate. This fing lev 
of course is a temporary phenom-ftive c¢ 
enon and should be alleviated | probal 
during the coming year, in the | effecti 
wake of better adjustment of | supply 
crude production and refinery op- | tiful. 

erations to the lower demand level | Den 
indicated for the first half. There- | faces | 
after, a slow uptrend in demand }stered 
culminating in record consump-}in ad 
tion within the next few years is } and v 
confidently anticipated, with peak _ 
of de 
due te 
and | 
price 
will | 







The near-term expectancy how- 
ever is likely to make for lower 
earnings; whether and to what 
extent this materializes depends, 
individually, on several offsetting } the p 
factors such as reduction of drill- | 'ow1n 
ing programs, reduced amortiza- | tors, 
tion charges etc. While the in- > enabl 
dustry as a whole was not heavily | earn! 
in EPT brackets (extensive drill- | more 
ing activity was undertaken to} Pape! 


avoid or reduce this liability), } avers 
elimination of EPT will be an in- | the § 
direct benefit to profits through } Spect 
resultant curtailment of drilling. | pait 
Thus net earnings in the end may tivit 
be fairly well sustained, especially sure 
if there is a marked trend re- the 
versal in consumption after mid- } the 
year. At worst, there will be a large 
temporary valley in the earnings | anq 
curve, and this possibility appears tory 
fully discounted in present share | of y 
prices. The latter on the whole 
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: io not yet allow for the extreme- 
d, the y favorable longer term outlook, 
ntrali-based on record automobile pro- 
> timefiuction and resultant heavy gaso- 
ine and oil consumption, on in- 
reasing use of oil for domestic 
nnd industrial heating purposes, 
m excellent export prospects, on 
rowing gains from petroleum 
hemistry and on greater utiliza- 
ion of the industry’s natural gas 
reserves. Most favored for the 
longer range pull are integrated 
oil companies with substantial 
“a crude oil reserves. 


is inJPAPER: Prospects of the paper 
de- [companies are the best in years, 
1 tofwith production headed for new 
fully frecords. So will sales and profits, 
gree, fbarring further adverse develop- 
ning |ments as regards labor supply 
1 infand the impact of costs on profit 
. ex- [margins though tax relief at any 
mili- frate will be an important aff- 
are fsetting factor. Barring crippling 
ited. fstrikes and raw materials short- 
ning fages, 1946 output of paper and 
pac-fpaperboard should reach about 
vith, [18.3 million tons, a million more 
s upfthan 1945 production. The latter 
tors [just about balanced with actual, 
line- fand curtailed consumption, leav- 
1ent fing inventories below a safe work- 
This fing level. While additional produc- 
om-ftive capacity is being planned, 
ited f probably little of it will become 
the | effective during 1946, thus overall 
of | supply will by no means be boun- 
op- | tiful. 
ave] Demand on the other hand 
aye- | faces considerable expansion, bol- 
and | stered by prospective large gains 
mp- fin advertising and circulation, 
s is} and wider uses for packing pur- 
eak | poses. For the moment, pressure 
of demand is rather abnormal 
ow- | due to restocking, heavy exports 
wer fand buying in anticipation of 
hat | price advances. Altogether, 1946 
ids, | Will be another sellers’ year for 
ing | the paper industry. Despite nar- 
‘il]- |} rowing margins due to cost fac- 
za- | tors, elimination of EPT should 
in- § enable most companies to increase 
‘ily | earnings materially, encouraging 
ill- |) more liberal dividends. Selected 
to | paper shares, despite recent above 
y), | average market performance of 
in- | the group as a whole, still merit 
gh | Speculative consideration. 


‘8- | RAIL EQUIPMENT: Intensive ac- 
tivity in this industry is held as- 
~ | sured for at least several years; 
the rail equipment makers enter 
the postwar period with the 
largest backlog of orders, actual 
SS | and potential, in their entire his- 
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va tory. Almost every day, one hears 
of new orders being placed, both 
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Pure Oil’s new 
peacetime products 
ave putting 
greater significance 


than ever into 


“Be sure with Pure” 


THE PURE OIL COMPANY, U.S.A. 
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STOCKS 


Experts Favor 


for New Advance 


, iponaied UNITED OPINION 

report, newly prepared, lists 

the 12 issues most recommended 

by leading financial authorities for 

market appreciation. 
Common stock buying advices 
of more than fifteen advisory 
services have been reviewed in 
the preparation of this valuable 
report— obtainable from no 
other source. 

A copy of this exclusive report 
will be sent without obligation. 
Send for Bulletin MW9 Free 


UNITED BUSINESS SERVICE 


210 —— NFS Boston 16, Mass. 
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domestic and foreign, and more 
are to come. Over the next five 
years, an estimated 10,000 pas- 
senger cars will be required by 
Class A railroad alone. Replace- 
ment demand for freight cars is 
estimated as high as 70,000 units 
in each year, for the next five 
years, making a potential total 
of about $1 billion for freight car 
orders alone. This does not in- 
clude export orders which will be 
substantial, and the bulk of do- 
mestic locomotive orders is yet 
to come though foreign orders are 
already sizeable. 

teflecting this excellent pros- 
pect, rail equipment shares lately 
have been perking up marketwise 
after a sustained lag but oppor- 
tunities for good speculative gains 
are still present. Most shares in 
this group are still reasonably 
priced in relation to earnings 
prospects over the next years, 
and benefit from EPT repeal is 
very substantial in most in- 
stances. 


STEELS: The steel industry at 
present is producing about 12% 
less than a year ago, a surpris- 
ingly good showing considering 
expectations. Demand 
from domestic and foreign sources 
should be sufficient to maintain 
close to that level throughout the 
year, barring work stoppages 
both in the steel industry and in 
consuming industries. While 
capacity has been expanded dur- 
ing the war by over 12 million 
tons, a substantial part of it will 
be utilized to meet peacetime re- 
quirements while obsolete facili- 
ties will be retired. On the whole, 
the overcapacity problem does 
not look too serious for the next 
few years while steel demand will 
run heavy. 

For some time, however, the 
industry has been hamstrung by 
unsatisfactory price ceilings; a 
strike threat has now been added 
that may however be averted by 
the time this issue goes to press. 
The price-wage squeeze exerts a 
special and serious pressure on 
the industry, and in recognition 
of this fact it now appears that 
Government is willing to 
“stretch” the price line in the in- 
terest of labor peace and economic 
stability. A $4 a ton price increase 
on forty steel products is now 
favored by the Wage Stabiliza- 
tion board (over OPA) protests) ; 
whether this will be sufficient to 
resolve the wage-price dilemma 
remains to be seen. 
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Pending definite settlement o 
this matter, it is difficult to fore 
cast earnings results in 1946 
There is a big demand for stee 
that could easily support an op 
erating rate of 80% to 85% fot 
something like two years, on a 
average, and under adequate pricg 
conditions, this is a very profit} 
able level. The all-important thin 
however are operating margins 
Pending determination of the lat! 
ter, any definite opinion on profit 
and dividend expectations must 
be withheld. Earnings of most 
steel companies have _ slipped 
materially since the war’s end 
and some believe that regardless 
of the outcome of the wage-price 
struggle, 1946 net will be under 
tse 1945 showing. 

Pricewise, the group is still far 
behind the market, reflecting the 
uncertainties in the near-term 
outlook. But in view of good 
longer range potentials, steel 
stocks carry a good deal of specu- 
lative attractive. Financially the 
industry is in a strong position 
and tax recoveries should go far 
towards covering temporary op- 
erating losses, as some companies 
have experienced during the third 
quarter. Eventually, the wage- 
price problem will be solved, per- 
mitting adequate profits on a 
prospective peacetime output of 
between 75 and 80 million ingot 
tons annually. Once the way is 
open to profitable operation, steel 
shares should quickly respond. 



















































TIRES & RUBBER: The enormous 
pent-up needs for automobile tires 
and casings, and for rubber prod- 
ucts generally, will keep this in- 
dustry going full blast during 
1946 and beyond. Output of pas- 
senger car tires alone should 
reach about 66 million, a record 
high, acocrding to authoritative 
estimates. Potential capacity, due 
to wartime expansion of facilities, 
is estimated at 73 million but 
manpower shortage will be the 
main bottleneck preventing its 
immediate full exploitation. With 
large synthetic rubber production 
available at stable prices, and 
with steadily mounting natural 
rubber imports, no raw material 
problem exists; altogether, raw 
rubber consumption may run as 
high as 950,000 tons, a record 
high for peace and war. 
This makes for excellent sales 
and earnings prospects of every 
tire and rubber manufacturer 
though certain labor and pricing 
(Continued on page 494) 
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This advertisement appears as a matter of record only and ts under no circumstances Lo be 
construed as an offering of these securities for sale, or as a solicitation of un offer to 
buy any of such securities. The offering is made only by the Prospectus 


350,000 Shares 


Buffalo Niagara Electric Corporation 


Preferred Stock, 3.60% Series 


($100 par value) 


Price $102.85 per Share 


(plus accrued dividends from January 1, 1946 to date of delivery) 


Copies of the Prospectus may be obtained in any State from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State 


Lehman Brothers 


A. G. Becker €% Co. 


Incorporated 


E. H. Rollins €% Sons 


Incorporated 


january 10, 1946. 


Eastman, Dillon €% Co. 
Shields €? Company 


Stone €? Webster and Blodget 


Incorporated 


Clore, Forgan &¥ Co. 


Wertheim €2 Co. 
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Which Industries? 





(Continued from page 492) 


difficulties remain to be settled. 
While overall sales will be con- 
siderably under inflated wartime 
levels, they will exceed prewar 
by a very wide margin. Together 
with reduced tax rates and elim- 
ination of the need for carrying 
huge reserves, earnings implica- 
tions are obvious. Also, since a 
sellers’ market will exist for 
some time, competitive factors— 
previously important—are likely 
to be obscured at least until sup- 
ply is in balance with demand. 
This presages a firm price struc- 
ture. Though rubber company 
shares have outperformed the 
general market in the past, cur- 
rent prices are still fairly con- 
servative in relation to earnings 
‘potentials. Virtually all offer at- 
tractive speculative possibilities. 

Because of space limitations, 
we have to refer more briefly to 
some other large industry. In 
textiles, larger earnings can be 
expected in 1946, with demand 
likely to exceed the supply at 
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least until midyear, longer in cer- 
tain lines. Elimination of EPT 
should raise earnings consider- 
ably in all branches and permit 
larger dividends generally in the 
cotton industry and in apparel 
lines despite pricing and labor 
problems. Shares of well situated 
textile concerns are still attrac- 
tive purchases. Rayon producers 
merit interest because of the 
growth factor. 





As I See It! 


(Continued from page 435) 


trust of the capitalistic powers 
but also the desire to hide from 
the world the weak spots of which 
there are many, despite the amaz- 
ing industrial strength revealed 
by the Russian war effort. And 
today, on the crest of political 
and military power, Russia is 
striking out for economic pre- 
ponderance in Europe, an en- 
deavor which she may feel will 
be hindered rather than helped 
by closer economic cooperation 
with the western powers. In the 
circumstances, she may well con- 
sider “going it alone’. 











LEE RUBBER & TIRE 
CORPORATION 


PERN REPUBLIC RUBBER 
@ INDUSTRIAL RUBBER PRODUCTS 
ol Youngstown, Ohio 


LEE TIRE & RUEBER CO. of N.Y., inc. 
TIRES, TUBES & SUNDRIES 
Conshohocken, Pa. 





The Board of Directors has this 
day declered the regular quarter- 
ly dvidend of 50c pe: share 
and an extra dividend of 75c per 
share on the outstanding capital 
s'ock of the Corporation payable 
February 1, 1946, to siockholders 
of record at the close cf business 
January 15, 1946. Books will not 
be c osed. 


WM. B. DUNLAP 


Dec. 27, 1945 Treasurer 











COLUMBIA 


PICTURES 
CORPORATION 





The Board of Directors has this day de- 
clared the regular quarterly dividend of 
6834¢ per share on the $2.75 Preferred 
Stock of this corporation, payable Feb- 
ruary 15, 1946, to stockholders of record 
at the close of business February 1, 1946. 
Checks will be mailed. 
A. SCHNEIDER 

Vice-Pres. and Treas. 

New York, January 7, 1946. 
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WHY the chances favor 1946 Beinga 
BEAR YEAR in the stock a 


IF YOU WANT TO TAKE WIDE RISKS 

WITH YOUR MONEY IN 1946—YOU 

WILL NOT BE INTERESTED IN THIS 
SURVEY. 


Addressed: To business men and investors 

whose primary objective in 1946 is to 

safeguard their business and stock market 
profits of the past four years. 


Many business men and investors have accumulated substantial 
wealth during the big war boom of the last four years and possess 
far more money—at current quotations for securities—than 
they have ever had before. 

Is it not pertinent to ponder carefully the handling of the 
money made during the war stimulated years of 1942, 1943, 1944 
and 1945? How much risk should one take after nearly four 
years of bull market and 100 point advance in the Dow-Jones 
average? 


WINDING UP AGAIN WITH LOSSES 


All the caution and prudence which grew out of the lessons of 
1929-32 and the milder experience of 1937-38 (Dow-Jones decline 
from 195 to 99) has vanished in the speculative enthusiasm nour- 
ished by four years of bull market. The timid who would not 
“risk’’ a dollar when the Dow-Jones average was 95, do not 
hesitate to have every dollar at risk with this average at 195. 

One thing can be accurately predicted—that the new “crop’’ 
of speculators, exactly as their predecessors of 1915-1919, 1926- 
1929, 1934-1937 and 1939 will eventually wind up with losses, 
rathez than profits. 


THE PROBLEMS WE FACE IN 1946 


With characteristic care and penetration, the American In- 
stitute of Finance has surveyed the broad econo:nic scene as we 
face the problems of 1946, and reached conclusions as to the likely 
course of things financial in the year ahead. 

These conclusions are embodied in a 7-page survey issued to 
clients whose investments—aggregating many rnillions of dollars 
—are under our personal supervision. 


INSTITUTE SURVEY AVAILABLE—$3 


This survey will prove of little interest to greedy speculators 
striving as always for the last possible dollar of profit. 

But to banks, insurance companies, corporations and individual 
investors who had the wisdom to purchase sound securities 34 to 
4 years ago, who now have very large profits on their investments 
and are interested in intelligent handling of their funds in the 
late stages of a long stock market cycle, the Institute’s latest 
study may be worth weighing against the virtual unanimity of 
bullish opinion. 

Copies of this survey are available at a nominal charge of $3.00 
to cover the cost of handling and to discourage purely curiosity 
requests. 
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THE HANDLING OF MONEY 
IN THE LATE STAGES OF A CYCLE 


For many years the Institute has been conducting a 
serious, painstaking and conservative personal supervisory 
and investment management service for investors inter- 
ested in the intelligent handling of their money. 


We would be the last to suggest that we are infallible, 
possess superhuman omniscience, or have a magic formula 
for getting rich quickly via the stock market. But, clients 
whose accounts have been under our continuous super- 
vision during the past five to ten years apparently feel 
that the Institute has been providing a valuable and 
worthwhile Service. 


We do try to take a realistic view always, whether 
during the frenzy of 1929, when stocks were ridiculously 
over-valued, or under the pronounced gloom of such a 
period as the winter and spring of 1942, when stocks were 
so obviously under-valued. 


We have not allowed intense pessimism to blind us to 
unusual investment opportunities, nor intense optimism 
to deter us from selling and developing liquid funds. 


We always have been—and always expect to be— 
conservative. 


In assisting in the handling of a good many millions 
of investment funds through three eventful decades, we 
have learned that there is nothing more important than 
so conducting ourselves that we are certain to have plenty 
of cash to use when stocks are on the bargain counter. 


That does not mean selling every security at the top 
just before the market goes crashing down. It does mean 
selling gradually on strength after a substantial advance, 
having more liquidity the higher the market goes, and an 
abundance of cash available when periodically we run 
into real investment opportunities. 


After a lifetime of experience we are convinced that 
there is no other course so profitable. 


No one who has had any experience in the stock market 
will make the mistake of trying to catch the top. 


If we can only remember that the fruits of a bull 
market lie in what we have to show when the movement 
ends—in profits translated into cash, rather than on 
paper. 

The Institute is now providing personal supervision 
for a substantial number of individual and institutional 
clients in virtually every state in the U. S. on accounts 
ranging from modest sums to several million dollars, 
with fees based upon the size, character and individual 
requirements of each account. 


We will never make extravagant statements regarding 
what we have done or expect to do. 


In the future, as in the past, we shall be guided by the 
same exacting and unflinching standards, the same 
challenging and critical approach, the same insistence upon 
conservatism that has characterized our work for the past. 
twenty-five years. 

We are confident that in the long run these methods 
and policies will bring by far the best results. 


AMERICAN INSTITUTE OF FINANCE 


137 Newbury Street, Boston 16, Mass. 


INVESTMENT SUPERVISION : FINANCIAL 
MANAGEMENT : INDIVIDUALS : INSTITUTIONS 
ESTATES 


Conservative accounts—ranging from $25-$50,000 to 
several million dollars—supervised or managed 
on a fixed fee basis. 
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nvestment Progress in 1946 
Will require a flexible, dynamic program 











NCE you build a portfolio suited to your per- 
sonal needs, your work is merely started. 


The dynamic nature of business, finance and world 
affairs requires that investment management be a 
continuing function. Investment policies must be 
designed to meet your requirements under circum- 
stances existing at this time and, logically, they 
must be revised as these conditions change under 
reconversion and postwar developments in 1946. 


Constant reappraisal essential 


Today no list of securities can safely be retained 
for an indefinite time. Your holdings must be 
subjected to constant appraisal if results are to be 
successful now with the rapid changes being seen 
in the fortunes of companies, industries and gov- 
ernments throughout the coming year. 


This is precisely the function of Investment Man- 
agement Service—a function which the individual 
investor rarely has the time, training or facilities 
to perform single-handed, or with limited assistance 
from ordinary sources. 


Act to protect your capital 


No one can foresee future developments in labor, 
legislation, new competition. Yet, with capable 
investment counsel you can be informed promptly 
of the action to take on every issue in your account 
when events of decisive importance occur. 


You need not sit by while significant happenings 
impair the value of your portfolio—or while oppor- 
tunities pass you unrealized. 


Investment Management Service can collect the 
facts for you... it can interpret and apply them 
to your securities... it can supervise your in- 
vested funds with the same painstaking care which 
you would provide if you had the broad facilities, 


equipment and specialized experience of our staff. 


Secure better-than-market results in 1946 


Results consistently superior to market action have 
evoked comments from our clients such as the fol- 
lowing received from an investor in Athens, 
Georgia, whose account we have supervised success- 
fully since 1935 and who recently renewed for an- 
other year. 


“Naturally I have been well pleased with the results 
you have gotten for me. I appreciate what you have 
done and I am very glad to have a report which is 
easy to analyze. I am enclosing my check for an- 
other year.” 


If your own results have not been to your satis- 
faction —if your present service has not proved 
productive — we invite you to take advantage of 
the special invitation below. 





 — obligation on your part, we offer to send you a confiden- 
tial, preliminary review of your portfolio tf it exceeds $20,000 in value—commenting 
frankly on its possibilities for capital growth, its income factor and its diversification. 
Your least favorable issues will be specified, with reasons for selling. Merely send 
us your list of holdings and objectives in as complete detail as you care to give. 
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